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BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA

INRE: Application of Time Warner Cable Information
Services (South Carolina), LLC d/b/a Time
Warner Cable to amend its Certificate of Public
Convenience and Necessity to Provide
Telephone Services in the Service Area of
Farmers Telephone Cooperative, Inc. and for
Alternative Regulation

Application of Time Warner Cable
Information Services (South Carolina), LL.C

Pursuant to Section 253 of the Telecommunications Act of 1996, South Carolina Code
Section 58-9-280, and the Rules and Regulations of the Commission, Time Wamer Cable
Information Services (South Carolina), LLC, doing business as Time Warner Cable (“TWCIS”
or “Applicant”), hereby submits this Application to amend its Certificate of Public Convenience
and Necessity under Order Nos. 2004-213 and 2005-385(A) for authority to serve customers in
the geographic areas currently served by Farmers Telephone Cooperative, Inc. (“Farmers
Telephone”). In Docket No. 2003-362-C, TWCIS was authorized to implement an alternative
regulatory plan under S.C. Code Sections 58-9-575 and 58-9-585 and seeks to operate under the
same plan in the Farmers Telephone service area. In support of its Application and in
compliance with the Commission’s Rules and Regulations, TWCIS submits the following
information:

1. Time Warner Cable Information Services (South Carolina), LLC is the legal name
of the Applicant. Applicant’s principal place of business is:

Time Warner Cable Information Services (South Carolina), LLC
290 Harbor Drive

Stamford, Connecticut 06902
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2. Communications relating to this application should be directed to TWCIS’
attorneys of record:

Frank R. Ellerbe, III

Bonnie D. Shealy

Robinson McFadden & Moore, P.C.
1901 Main Street, Suite 1200

Post Office Box 944

Columbia, South Carolina 29202
Telephone (803) 779-8900
Facsimile (803) 252-0724
fellerbe@robinsonlaw.com
bshealy@robinsonlaw.com

and

C. Bradley Hutto

Williams & Williams

Post Office Box 1084
Orangeburg, South Carolina 29115
Telephone (803) 534-5218
Facsimile (803) 536-6544

cbhutto@williamsattys.com

and

Julie P. Laine

Time Warner Cable

290 Harbor Drive

Stamford, Connecticut 06902
Phone: 203-328-0671

Fax: 203-328-4840
Julie.Laine@twcable.com

3. Questions conceming TWCIS’ ongoing operations should be directed to:

Julie P. Laine

Time Warner Cable

290 Harbor Drive

Stamford, Connecticut 06902
Phone: 203-328-0671

Fax: 203-328-4840
Julie.Laine@twcable.com




4. Customer inquiries or complaints should be directed to:

Julie P. Laine

Time Warner Cable

290 Harbor Drive

Stamford, Connecticut 06902
Phone: 203-328-0671

Fax: 203-328-4840
Julie.Laine@twcable.com

5. The name and address of TWCIS’ registered agent in South Carolina is:
CT Corporation System
75 Beattie Place
Greenville, South Carolina 29601

6. TWCIS is limited liability company organized under the laws of the State of
Delaware. TWCIS' Certificate of Formation is attached as Exhibit 1; and its certificate of
Authority to Transact Business in South Carolina is attached as Exhibit 2.

7. The Commission concluded in Order No. 2004-213 and Order No. 2005-385(A)
that TWCIS is financially qualified to provide telephone services in South Carolina. Attached as
Exhibit 3 is TWCIS’ 2007 Telecommunications Company Annual Report to the Commission.
The Annual Report contains proprietary business information that falls within the definition of
materials that may be exempted from public disclosure. TWCIS does not issue annual reports or
submit financial statements to the Securities and Exchange Commission. This information is not
available to the public. TWCIS therefore respectfully requests that this financial statement
disclosed in connection with this application be filed under seal, solely for the purpose of the
Commission and the Office of Regulatory Staff’s review. As a publicly-traded corporation, Time
Warner Cable, Inc. is required to submit financial filings with the Securities and Exchange

Commission. Time Warner Cable Inc.’s ownership interest in TWCIS is illustrated in Exhibit 4.

Attached as Exhibit 5 is the SEC Form 10-K of Time Warner Cable, Inc. for the period ending

December 31, 2007.




8. In Order No. 2004-213 and Order No. 2005-385(A), the Commission concluded
that TWCIS possesses the managerial and technical resources to provide telecommunications
services. TWCIS will continue to rely on its current management team for technical and
managerial support for its South Carolina operations. Attached as Exhibit 6 is a summary of
TWCIS’ technical and managerial ability.

9. TWCIS plans to provide facilities-based intrastate telecommunications and voice
services in Farmers Telephone's service area under the alternative regulatory scheme approved in
Docket No. 2003-362-C. TWCIS provides its voice service using Internet protocol (“IP”)
technology, the Company’s privately managed IP network, and the public switched telephone
network. These voice services are offered to both residential and commercial customers. In
addition, TWCIS provides intrastate telecommunications services to both wholesale and retail
commercial customers. These services, which generally are comprised of non-voice fransmission
services, provide high-capacity, point-to-point, point-to-multipoint and multipoint-to-multipoint
dedicated connections between one or more customer locations and/or TWCIS. The services may
utilize Ethernet interfaces, optical fiber and/or coaxial cable facilities and are designed and
provisioned on an individual case basis pursuant to contracts with customers. These services are
currently offered by TWCIS in the areas in which it is certificated. These services are more
completely described in TWCIS' current South Carolina Tariff No. 1 on file with the
Commission which is attached as Exhibit 7 and incorporated by reference.

10.  Except as noted herein in any applicable waiver request, TWCIS will abide by all
applicable statutes and all applicable Orders, rules, and regulations entered and adopted by the
Commuission.

11.  To the extent it may be required to do so by the Commission, TWCIS will

continue to participate in the support of universally available telephone service at affordable
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rates.

12.

The Commission granted TWCIS certain waivers of its regulatory requirements in

Order No. 2004-213 and 2005-385(A). More specifically, the Commission waived the

requirements of S.C. Code Ann. Regs. 103-610, 103-631 as well as the requirement that TWCIS

be exempt from any record-keeping rules or regulations that might require a carrier to maintain

its financial records in conformance with the Uniform System of Accounts. TWCIS respectfully

requests that the Commission grant a continued waiver of the same requirements in connection

with the authority sought in this Application.

13. With respect to the provisions of S.C. Code §58-9-280(B)(3) and (5), TWCIS alleges

the following.

(2)

(b)

()

These provisions must be construed in a way that is consistent with the provisions
of the Communications Act, specifically 47 U.S.C. §253 which prohibits the State
of South Carolina from enforcing provisions that would prevent TWCIS from

offering the services it seeks to offer in this application.

The incumbent provider of local telephone services in the area covered by this
application, Farmers Telephone, has elected to be alternatively regulated pursuant
to S.C. Code §58-9-576 (see Docket No. 2008-104-C, Order No. 2008-395).
Accordingly, its rates for flat-rated local exchange services for residential and
single-line business services cannot be increased for the next two years and can
only be increased to cover inflation after that two year period. Because of that

voluntary election by Farmers Telephone, it is not possible for competition from

TWCIS to cause its rates to increase.

Farmers Telephone draws subsidy funds from the South Carolina Universal
Service Fund in the amount of approximately $4,219,812 annually, and the
current guidelines of the fund allow it to seek additional funding. The availability
of this funding precludes any finding that competition from TWCIS will

adversely impact the availability of affordable local exchange services.
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14. TWCIS does not seek to pierce the rural exemption of Farmers Telephone.
TWCIS can offer the services covered by its application without the termination of that
exemption.

15. Finally, TWCIS notes for the record in this proceeding that on May 21, 2008,
Time Warner, Inc. and Time Warner Cable Inc. announced a plan to effect a complete separation
of Time Warner, Inc. from Time Warner Cable Inc. The separation will not affect the ownership
interests held by TWC in any of its direct or indirect subsidiaries or affiliates, including TWCIS.
The transaction will result in a pro forma transfer of control of TWCIS that will be seamless and
transparent to TWCIS’ customers. TWCIS will continue to offer service to its customers under
the same name, and will continue to be led by its existing, experienced management team.

16.  Based on a review of South Carolina law, it is TWCIS’ understanding that state
regulatory approval to complete the restructuring of the corporate parents of TWCIS is not
required. However, as part of this Application TWCIS notifies the Commission of the
Transaction as described in more detail in attached Exhibit 4. In addition, charts illustrating the
Pre-Transaction Corporate Structure and Post-Transaction Corporate Structure for TWCIS are

included as part of as Exhibit 4.

WHEREFORE, Time Warner Cable Information Services (South Carolina), LLC
respectfully requests that the Commission issue it a Certificate of Public Convenience and
Necessity authorizing it to provide telecommunications and voice services in the service area of

Farmers Telephone under an alternative regulation plan as described herein.




Dated this ___o2c%- _ day of August, 2008.

ROBINSON, MCFADDEN & MOORE, P.C.

S @%@Z

Frank R. Ellerbe, III, Esqulre
Bonnie D. Shealy, Esquire
Robinson, McFadden & Moore, P.C.
1901 Main Street, Suite 1200

Post Office Box 944

Columbia, South Carolina 29202
fellerbe@robinsonlaw.com

bshealy(@robinsoniaw.com

Telephone: 803-779-8900
Fax: 803-252-0724
and

C. Bradley Hutto, Esquire

Williams & Williams

Post Office Box 1084

Orangeburg, South Carolina 29115
cbhutto@williamsattys.com
Telephone 803-534-5218
Facsimile 803-536-6544

Attorneys for Time Warner Cable Information
Services, (South Carolina), LLC




EXHIBIT 1

TWCIS CERTIFICATE OF FORMATION




Delaware ...

The First State

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF FORMATION OF “TIME WARNER CABLE
'INFORMATI@N SERVICES (SOUTH CAROLINA), LLC", FILED IN THIS
OFFICE ON TﬂE'FOURIEENTH DAY OF JULY, A.D. 2003, AT 8:50 O'CLOCK

P.M.

Harriet Smith Windsor, Secretary of State

3681447 8100 AUTHENTICATION: 2527189

030461138 DATE: 07-15-03




LN B T T VN N N L 4 Ll URMUHATION SYS Sté'?é%g%mw P.10
Secretary of State
Division of Corporations
Delivered Q8:50 PM 07/14/2003
FILED 08:50 PM 07/14/2003
SRV 030461138 — 3681447 FILE

CERTIFICATE OF FORMATION
OF
TIME WARNER CABLE INFORMATION SERVICES (SOUTH CAROLINA), LLC
This Certificate of Formation of Time Wamner Cable Information Services (South
Carolina), LLC (the “Company™) is being executed by the undersigned for the purpose of
forming a limited liability company pursuant to the Delaware Limited Liability Company Act.

1. Thename of the Company is Time Warner Cable Information Services (South
Carolina), LLC. :

2, The address of the registered office of the Company in the State of Delaware is
Corporation Trust Center, 1209 Orange Street, Wilmington, DE 19801. The name of the
Company’s registered agent at such address is The Cortporation Trust Company.

3. This Certificate of Formation shall be effective upon filing.

: IN WITNESS WHEREOF, the undersigned, an authorized person of the Company, has
executed this Certificate of Formation this [Oth day of July, 2003.

Time Warner Cable Inc., Managing Member,

Gerald D. Campbell, '
Senior Vice President, Voice

N:\LawHim\Enlillﬂ\FDfmt\LLC\Coﬂi ficute of Formation LLCdoc

TOTAL P.1D




EXHIBIT 2

TWCIS CERTIFICATE OF AUTHORIZATION
S.C. SECRETARY OF STATE
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The State of South Carolina

Office of Secretary of State Mark Hammond
Certificate of Authorization

AVAAVAUATATATETATIATA

\

R

E:f l, Mark Hammond, Secretary of State of South Carolina Hereby certify that: %4

TIME WARNER CABLE INFORMATION SERVICES (SOUTH CAROLINA), LLC, A
Limited Liability Company duly organized under the laws of the State of
DELAWARE, and issued a cettificate of authority to transact business in South

Carolina on July 30th, 2003, with a duration that is at will, has as of this date filed
= all reports due this office, including its most recent annual report as required by j

MNATATATVAAT

E—f: section 33-44-211, paid all fees, taxes and penalties owed to the Secretary of
= State, that the Secretary of State has not mailed notice to the company that it is

JAIA

|

= subject to being dissolved by administrative action pursuant to section 33-44-809 of é’j
g the South Carolina Code, and that the company has not filed a certificate of [&
= cancellation as of the date hereof. ' %

{

"
—_—
|2

Given under my Hand and the Great Seal of
= the State of South Carolina this 30th day of
July, 2003.

Porde Hormmarl)

Mark Hammond, Secretary of State
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EXHIBIT 3

TWCIS
2007 TELECOMMUNICATIONS COMPANY
ANNUAL REPORT

CONFIDENTIAL & PROPRIETARY
FILED UNDER SEAL



EXHIBIT 4

CORPORATE STRUCTURE AND
DESCRIPTION OF

TIME WARNER INC. - TIME WARNER CABLE INC. TRANSACTION

TWCIS is an indirect subsidiary of Time Warner Inc. and a wholly-owned, indirect

subsidiary of Time Warner Cable Inc. (“TWC”). Currently, Time Warner Inc. indirectly holds

approximately 84% of the common stock of TWC. Time Warner Inc. proposes to distribute its

equity interest in TWC to some or all of the public shareholders of Time Warner Inc. The

Companies expect to complete the Transaction by the fourth quarter of 2008, or sooner.

1. The Companies:

A.

Time Warner Inc.

Time Wamer Inc. (“TW Inc.”) is a publicly traded Delaware corporation with
principal offices located at One Time Warner Center, New York, NY 10019-
8016, tel. (212) 484-8000. Time Warner Inc. is a leading media and
entertainment company with extensive operations spanning film, television,
online content and interactive services, and magazine publishing. Its operations
include TWC; AOL LLC, a leading provider of Interet access, content, and

services; Time Inc.; Home Box Office; Turner Broadcasting System; and Warner
Bros.

Time Warner Cable Inc. and Time Warner Cable Information Services
(South Carolina), LL.C

Time Wamer Cable Inc. (“TWC”) is a Delaware corporation with its principal
place of business located at 290 Harbor Drive, Stamford Connecticut, 06902-
7441, tel. (203) 328-0600. TWC is the second-largest cable operator in the
United States and provides video, high-speed data, and Voice Over Internet
Protocol services to customers in 27 states across the nation.

Time Warner Inc. holds an equity interest that provides approximately 84 percent
economic interest and a 90.6 percent voting interest in TWC. This interest is
composed of two classes of TWC stock: Class A, which has one vote per share,
and Class B, which has 10 votes per share. Time Warner owns a majority of both
share classes.' The remaining shares of TWC are publicly-traded.

Additionally, Time Warner Inc. indirectly holds 12.43% non-voting equity interest in Time Warner NY Cable

LLC (“TWNY™), a subsidiary of TWC.




In South Carolina, the Commission has authorized TWC’s wholly-owned, indirect
subsidiary, TWCIS, to provide local exchange and interexchange
telecommunications services.

Description of the Transaction

The Transaction is governed by a Separation Agreement, dated May 20, 2008,
among Time Wamer Inc., TWC, and certain of their respective subsidiaries that provides
for a structural separation of TWC from Time Warner Inc.” TWCIS therefore notifies
the Commission of a pending pro forma transfer of control that will result from the
Transaction, in which Time Warner Inc. will distribute to some or all of its shareholders
all of the shares it holds in TWC, so that such Time Warner Inc. shareholders will hold
these shares of TWC directly, rather than indirectly as they do today. The Transaction
will not result in any substantial change in control of TWC or any TWC subsidiary.
Rather, the public shareholders of Time Warner Inc. will retain ultimate control of TWC
and its subsidiaries (including TWCIS) and, as a result of the Time Wamer Inc.
distribution, will exercise that control through their direct ownership of TWC, not
indirectly through Time Warner Inc. Illustrative charts depicting the corporate structure
both before and after this pro forma transfer of control are attached.

This pro forma transfer of control will be seamless and transparent to TWCIS’
customers. TWCIS will continue to offer service to its customers under the same name,
and will continue to be led by its existing, experienced management team. No existing
service will be discontinued, reduced, or impaired as a result of the Transaction, nor will
the Transaction cause any change to any customer’s service provider. Thus, the
Transaction will not cause any interruption in service to customers, nor will it cause any
change to the rates, terms or conditions governing TWCIS’ services.

To effect the Transaction, following a series of internal steps, Time Warner Inc.
will transfer to its shareholders its entire ownership in TWC either through a “spin-off” or
a “split-off” or a combination thereof. If a spin-off is elected, Time Warner Inc. will
distribute to all of its shareholders a pro rata number of shares of TWC. If a split-off is
elected, Time Warner Inc. will offer its sharcholders the opportunity to exchange their
shares of Time Warner Inc. stock for a specified number of shares of TWC stock.
Following the split-off, any shares of TWC not distributed pursuant to the exchange
would be distributed on a pro rata basis to all Time Warner Inc. sharecholders. As a result
of the consummation of the Transaction, Time Wamer Inc. will no longer have any
ownership interest in TWC, and Time Warner Inc. will no longer be the indirect parent of
TWCIS.> TWC will be managed by its own board of directors.* After consummation of
the Transaction, the shareholders of Time Warner Inc. who receive shares of TWC either

through the spin-off or split-off, together with the current public shareholders of TWC,
will control TWC directly.

The Separation Agreement is available online at:
http://www.sec.gov/Archives/edgar/data/1105705/0000950144080044 13/213642exv99w1 htm
The transaction will not otherwise affect the structure of TWC’s ownership interest in TWCIS,

Jeffrey Bewkes, President & CEO of Time Warner Inc. intends to resign as a Director of TWC upon
consummation of the Transaction,




Public Interest Statement

The Transaction will serve the public interest in South Carolina by benefiting
customers and improving execution at both Time Warner Inc. and TWC. First, by
separating the Time Warner Inc. media content businesses from the TWC content delivery
and comumunications services platforms, the Transaction will allow both companies to focus
more directly on their respective areas of expertise. This enhanced management focus and
flexibility, in turn, will improve the prospects of both companies for growth and enable each
of them to better execute their Tespective business plans, to the ultimate benefit of their
customers.

Second, as indicated above, the Transaction will be effected in a manner that is
seamless and transparent to customers. Indeed, because the Transaction is pro forma, it will
not result in any substantial transfer of control of TWCIS, nor will the Transaction cause any
change to any customer’s carrier or to the rates, terms and conditions that govern TWCIS’
services. In addition, the Transaction will not cause any interruption or change to any
customer’s services. TWCIS will continue to offer competitive services bringing broader
customer choice, innovation, and enhanced service capabilities to South Carolina.




TWCIS CORPORATE ORGANIZATION CHART

Pre-Transaction Corporation Structure
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TWCIS CORPORATE ORGANIZATION CHART

Post-Transaction Corporation Structure

Time Warner Cable Information
Services (South Carolina), LLC

( Public stockholders )

]
100%

¥

( Time Wamer Cable Inc. )

i
100%

¥

( Time Wamer Cable LLC )

i
100%

( Time Warner Entertainment Company, 1.P. )
]

97.12%

Time Warner Entertainment- )

Advance/Newhouse Partnership
|
9% 1%
L 4 +

( Time warner Cable Information Services {South Carplina), LLC )




EXHIBIT 5
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INCLUDING
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TIME WARNER
CABLE

ANNUAL REPORT 2007




Dear Time Warner Cable Shareholders,
Employees and Communities:

! am extremely proud of Time Warner Cables
accomplishments in 2007, our first year as a public
company. Despite more competition than ever an
growing economic uncertainty, the company produc
excellent financial and operational results. | believe Ty
Warner Cable is well positioned for 2008 and beyon
and | am excited about our prospects. :

2007 highlights

We believe our 2007 financial performance, detailed
the enclosed Annual Report on Form 10-K, was excei
in light of the challenges of integrating newly acqu
President & Chief Executive Officer Glenn Britt is pictured cable systems. Time Warner Cable closed major
with the three Emmy® Awards Time Warner Cable has transactions in mid-2006, expanding our footprint
anc;ggf ;?arrtteglr:lég'gg; ;Z?;ﬁ';;ﬁiggy%?nﬂdgg " adding a number of systemns formerly operated by
_ Adelphia Communications Corporation and swapp
certain systems with Comcast Corporation to enha
our clusters of operations.

During 2007, we faced the challenge of integrating
upgrading the acquired systems, requiring us to unde
a number of actions that were disruptive to custo
service. As we anticipated, those actions affected ouj
financial and operational performance, particularly
Angeles and Dallas. However, by the end of 2007, t
activities were largely behind us, and we were able
actively sell our video, high-speed data and voice b
or “triple play,” in the newly acquired systems. The
results have been very promising. For example, Los
Angeles led the company’s divisions in several key
subscriber growth metrics in the fourth quarter of

In addition to integrating the newly acquired syster
made significant progress in other areas of our busi
2007. Digital cable, digital video recorders and Vide
Demand continue to be very popular with our vided




customers, We made considerable progress installing
“video switches,” which will allow us to continue to add
the high-definition content consumers want. We offer
most of our HD content to digital customers free of
charge, which is an attractive feature. We also continue to
launch our Enhanced TV time-shifting offerings, including
Start Over, which we believe are contributing to
customer satisfaction.

Our high-speed data service continues to grow rapidly
despite having been introduced more than 10 years ago.
We have offered several tiers of our Road Runner service
for some time now, allowing our customers to select the
tier that best fits their needs. Over time, consumers seem
to be using broadband services more and more, and
migrating to higher-speed tiers, even as those switching
from dial-up tend to join us at lower-speed tiers. in mid-
2007, we re-launched our highest-speed service, Road
Runner Turbo, in many of our divisions, and saw great
results. In fact, new Turbo subscriptions accounted for

roughly 40 percent of our high-speed data net O

additions in the fourth quarter of 2007. We believe our
broadband services are superior to DSL service offered by
the traditional phone companies, and consumers appear
to agree. We've observed that the largest part of our
high-speed data growth comes at the expense of DSL.

Our digital phone service also is growing rapidly, and the
fourth quarter of 2007 was our strongest quarter ever for
digital phone growth: Early in 2008, we surpassed three
million digital phone custormers, and we believe there is
considerable room for further growth. We continue to
expand pricing options for digital phone customers. In
2007, we introduced our new international OnePrice Plan,
which has been extremely attractive to international
callers.

We continue to have great success selling the triple-play

bundle of services, as well as various double-play bundles.
Consumers like dealing with one company and receiving
one bill for their video, high-speed data and voice
services. At the end of 2007, bundled penetration had
grown to over 48 percent of our customer relationships.

I believe Time Warner Cable
is well positioned for 2008
and beyond, and | am excited
about our prospects.

Consumer impact and community focus

Time Warner Cable sells services that are deeply
penetrated in our footprint and are heavily used by
consumers every day. We have nearly 15 million
customners, and they use our services about 10 hours a day
on average. That’s about 50 billion hours a year! There are
few businesses our size that have such substantial impact
on their customers’ daily lives. As a result, we take very
seriously our responsibilities to enhance those services
and make them more reliable, while continually striving
to improve our customer interactions.




JQ.

Our business is local, and our 46,000 employees live
among our customers in communities in 33 states. We
have deep roots in those communities. We are
committed to being a good place to work and to having a
diverse workforce that reflects the makeup of the places
where we do business. We also believe it is important to
participate in the community beyond offering our
services. Time Warner Cable and our employees support
many local non-profit organizations, especially those with
an emphasis on education. We lead with programs like
the National Teacher Awards, now in its 19th year, and
Time To Read, a literacy/mentoring program.

We also share the growing concern about protecting the
environment and seek to be an environmentally
responsible citizen of our communities. In addition to
providing information on how individuals can be more
environmentally sensitive, we are taking active steps to
make our own operations friendlier to the environment.

Initially, we are focusing on the high-impact areas of fleet -

management, paperless operations, power usage and
recycling.

2008 priorities

Throughout 2008, our first priority will be to enhance our
marketing. Time Warner Cable delivers excellent services
and is a leader in innovation, but in many cases
consumers are not fully aware of what we have to offer.
We also need to better understand, and find ways to
provide products and services to, all of our customers
and potential customers, including the rapidly growing
Hispanic community.

We will continue adding to our HD offerings and
launching Enhanced TV in more areas this year. In
addition, the broadcasting industry will convert to digital
signals in February 2009, raising the risk of consumer
confusion around this transition. We will need to do our
part, working with broadcasters and government officials,
to help enable a seamless transition for all consurmers.

Time Warner Cable has traditionally focused on
residential customers. However, there is also significant
opportunity to provide our services to commercial
customers. We have been selling video and high-speed
data services to businesses for several years, and in 2007,
we launched commercial digital phone in most of our
footprint. We plan to increase our focus on this very larg
opportunity over the next few years.

Finally, we are working on something we call “advanced
advertising” The advertising business has been experi-
encing significant change, driven largely by Internet
technology. We believe cable companies are well
positioned to take advantage of these changes, and we
expect to tell you more about this opportunity and our
plans as the year progresses.

We are fortunate to be operating a growing business that
provides products and services consumers want to buy
and use. We recognize we face intense competition and
an uncertain economic climate. However, if we continue
to offer innovative products and services and focus on
improving the customer experience, we believe we
should produce excellent investor returns over time.

AJ.A—_N BA.»«;\:
Glenn A. Britt
President & Chief Executive Officer

April 2008




UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES AND EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2007
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PART I

Item 1. Business.
Overview

Time Warner Cable Inc. (together with its subsidiaries, “TWC” or the “Cornpany"”) is the second-largest cable
operator in the U.S., with technologically advanced, well-clustered systems located mainly in five geographic
areas—New York state (including New York City), the Carolinas, Ohio, southern California (including Los
Angeles) and Texas. As of December 31, 2007, TWC served approximately 14. 6 million customers who subscribed
to one or more of its video, high-speed data and voice services, representmg approxtmately 32.1 million revenue
generating units (“RGUs”), which reflects the total of all TWC basic video, dlgltal video, high-speed data and voice
service subscribers. :

As of December 31,2007, TWC served approximately 13.3 million basic video subscrbers. Of those,
approximately 8.0 million (or 61%) received some portion of their video services via digital transmissions (“digital
video subscribers™). Also, as of December 31, 2007, TWC served approximately 7.6 million residential high-speed
data subscribers (or 29% of estimated ‘high-speed data service-ready homes), approximately 2.9 million Digital
Phone subscribers (or 12% of esnmated voice service-ready homes), and 280 000 commercial high-speed data
subscribers. TWC markets its services separately and as “bundled” packages of multiple services and features. As of
December 31, 2007, 48% of TWC’s customers subscribed to two or more of its primary services, including 16% of
its customers who subscribed to all three primary services. I-hstoncally, TWC has focused primatily on residential
customers, while also seiling video, high-speed data and commercml networking and transport services to
commercial customers. Recently, TWC has “begun selling voice services to small- and mediumi-sized
businesses as part of an increased emphasis on its commercial business. In addition to its video, high-speed
data and voice services, TWC sells advertising time to a variety of national, regional and local businesses.

On July 31, 2006, Time Warner NY Cable LLC (“TW NY™), a subsidiary of TWC, and Comcast Corporation
(together with its subsidiaries, “Comcast”) completed their respective acquisitions of assets comprising in the
aggregate substantially all of the cable assets of Adelphia Communications Corporation (“Adelphia”) (the
“Adelphia Acquisition”). Immediately prior to the Adelphia Acquisition, TWC and Time Warner
Entertainment Company, L.P, (“TWE™), a subsidiary of TWC, redeemed Concast’s interests in TWC and
TWE, respectively (the “TWC Redemption” and the “TWE Redemption,” respectively, and collectively, the
“Redermptions”). In addition, immediately after the Adelphia Acquisition, TW NY exchanged certain cable systems
with Comcast (the “Exchange” and collectively with the Adelphia Acquisition and the Redemptions, the
“Transactions”). On February 13, 2007, Adelphia’s Chapter 11 reorganization plan became effective and,
under applicable securities law regulations and provisions of the U.S. bankruptcy code, TWC became a public
corpany subject to the requirements of the Securities Exchange Act of 1934, as amended (“the Exchange Act”).
Under the terms of the reorganization plan, during 2007, substantially all of the shares of TWC Class A common
stock, par value $.01 per share (“TWC Class A common stock™), that Adelphia received as part of the payment for
the systems TW NY acquired from Adelphia were distributed to Adelphia’s creditors. On March 1, 2007, TWC’s
Class A common stock began trading on the New York Stock Exchange under the symbol “TWC.” For additional
information about these transactions, see “—The 2006 Transactions with Adelphia and Comcast.” Time Warmner Inc.
(“Time Warner”) currently owns approximately 84.0% of the common stock of TWC (representing a 90.6% voting
interest) and consolidates the financial results of TWC’s operations. Time Wamer also owns 12.43% of the non-
voting common stock of a subsidiary of TWC.

For periods presented prior to January 1, 2007, the subscriber data contained in Part I of this Report include
subscribers in certain managed, but unconsolidated, cable systems located in Kansas City, south and west Texas and
New Mexico (the “Kansas City Pool”), which were distributed to TWC by Texas and Kansas City Cable Partners,
L.P. (“TKCCP”) effective January 1, 2007. The results of the Kansas City Pool were consolidated by TWC on
January 1, 2007. For additional information with respect to the distribution of the assets of TKCCP to'its partners on
January 1, 2007, see “Management’s Discussion and Analysis of Results of Operations and Financial Condmon—-—
Overview—Recent Developments—TKCCP Joint Venture.”

1




Recent Developments

On February 6, 2008, Time Warner announced that it has commenced a review of its ownership interest in
TWC. Time Warner has initiated discussions with TWC regarding a possible change in such ownership.

Caution Concerning Forward-Looking Statements and Risk Factors

This Annual Report on Form 10-K includes certain “forward-looking statements” within the meaning of the
Private Securities Litigation Reform Act of 1995. These statements are based on management’s current.
expectations and beliefs and are inherently susceptible to uncertainty and changes in circumstances. Actual
results may vary materially from the expectations contained herein due to changes in economic, business,
competitive, technological and/or regulatory factors and other factors affecting the operation of TWC’s
business. For more detailed information about these factors, and risk factors with respect to the Company’s
operations, see Item 1A, “Risk Factors,” below and “Caution Concerning Forward-Looking Statements” in
“Management’s Discussion and Analysis of Results of Operations and Financial Condition” in the financial
section of this report. TWC is under no obligation to, and expressly disclaims any obligation to, update or alter its
forward-looking statements whether as a result of such changes, new information, subsequent events or otherwise.

Available Information and Website

Although TWC and its predecessors have been in the cable business for over 30 years in various legal forms,
Time Warner Cable Inc. was incorpbrated as a Delaware corporation on March 21, 2003. TWC’s annual reports on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any amendments to such reports filed
with or furnished to the Securities and Exchange Commission (“SEC™) pursuant to Section 13(a) or 15(d) of the
Exchange Act are available free of charge on the Company’s website at www.timewarnercable.com as soon as
reasonably practicable after such reports are electronically filed with the SEC.




Corporate Structure

The following chart illustrates TWC’s corporate structure as of December 31, 2007. The subscriber and RGU
: numbers, long-term debt and preferred equity balances presented below are approximate as of December 31, 2007.
B Certain intermediate entities and certain preferred interests held by TWC or subsidiaries of TWC are not reflected.
The subscriber and RGU counts within each entity indicate the number of basic video subscribers and RGUs
attributable to cable systems owned by such entity. Basic video subscriber numbers reflect billable subscribers who
‘Teceive at least TWC’s basic video service. RGUs reflect the total of all TWC basic video, chgltal video, high-speed
data, Digital Phone and circuit-switched telephone service customers.

Class A and Clasa B Class A
. Tma Warner Inc. Commen Stock Common Stock Pubile Stackhoiders
1 I
Indtipect B4.04% . 15.96%
1 ),

Thme Warner Cable Inc.
(*TWC™)
{Iszuar of $5.0 billon principal amount af debt securites;
abitgor under $9.045 bilion bank facilities and lssuer of
cnmmercial paper; guaramtor under TWE's $3.2 hifion
principal amount of dabt sacurities) "™

100% common
!

Indlrect Time Warner Cable LLC
0.9 million subscribers
2.2 milon RGUs

87.57% nonwvating common stock
100% vuiting common stock
|-

TW NY Cable Holding Inc. Indirect

12.45% " {(“TW NY Holding")
b man stock © under TWC's $5.0 biflion principal amount of debt
securities, bank faciiities and commencial paper; gusranmior under
m:mwmmmmwmumﬂw}“’
.
]

100% comman 42.51% GP
| 2.19% LP

Tinse Warvar NY Gabia LLC™

CTWNYT)

{issuer of $300 milton of Serias A Prafamed
Equity Membership Units held by third parties)
- . 4.1 milon mibecriben
PR .0 millon RGUs

51.56% GP, 3.75% LP and
$2.4 billion TWE prafarmad equity interest
]

Timw Warnar Entertalnment Company, LP.

(Guarantor under TWC's $5.0 billlon principal amount of dabt
securition, bank facifities and commercial paper; issuer of $3.2
billion princlpal amount of debt sacurities)”

3.5 miilon sul
2.6 miflon RGUs

28% !

economic
intarest and
. $1.2 billlon
97.1% economic interest and TWE-A/N

$378 milkon TWE-A/N prefarred equity interest prafered

] ity
interest

" Time Warner Erter A
Partnorship ("TWE-A/N")

4.8 mifion subscribers™
12.3 million RGUs

M The principal amount of TWE’s debt securities excludes an unamortized fair value adjustment of $126 million.
@ TWC is also the obligor under an intercompany loan from TWE with an aggregate principal amount of $3.4 billion.
@ TW NY is also the obligor under an intercompany loan from TWC with an aggregate principal amount of $8.7 bilkion.

4 The subscribers, RGUs and economic ownership interests listed in the chart for Time Wamer Entertainment-Advance/Newhouse
Partnership (“TWE-A/N") relate only to those TWE-A/N systems in which TWC has an econornic interest and over which TWC exercises
day-to-day supervision. See “—Operating Partnerships and Joint Ventures——TWE-A/N Partnership Agreement” for.a more detailed
description of the TWE-A/N capital structure.




Services
TWC offers video, high-speed data and voice services over its broadband cable systems.
Residential Services
Video Services

Programming tiers. TWC offers three main levels or “tiers” of video programming—Basic Service Tier
(“BST"), Expanded Basic Service Tier (“CPST”) and Digital Basic Service Tier (“DBT”). BST generally includes
broadcast television signals, satellite-delivered broadcast networks and superstations, local origination channels,
and public access, educational and government channels. CPST enables BST subscribers to add national, regional
and local cable news, entertainment and other specialty networks, such as CNN, A&E, ESPN, CNBC and MTV. In
certain areas, BST and CPST also include proprietary local programming devoted to the communities TWC serves,
including 24-hour local news channels in a number of cities. Together, BST and CPST provide customers with
approximately 70 channels. DBT offers subscribers up to 50 additional cable networks, including spin-off and
successor networks to national cable services, news networks and niche programming services, such as Discovery
Home and MTV?2. Generally, subscribers to CPST and DBT can purchase thematically-linked programming tiers,
including movies, sports and Spanish language tiers, and subscribers to any tier of video pro gramming can purchase
premium services, such as HBO and Showtime, for an additional fee.

TWC’s videéo subscribers pay a fixed monthly fee based on the video programming tier they receive.
Subscribers to specialized tiers and premium services are charged an additional monthly fee, with discounts
generally available for the purchase of packages of more than one such service. The rates TWC can charge for its
BST service and certain video equipment, including set-top boxes, are subject to regulation under federal law. See
“—Regulatory Matters” below.

Transmission technology. TWC’s customers rnay receive video service through analog transmissions, a
combination of digital and analog transmissions or, in systems where TWC has fully deployed digital simulcast,
digital transmissions only. Customers who receive any level of video service via digital transmissions are referred to
as “digital video subscribers.” As of December 31, 2007, approximately 61% of TWC’s basic video subscribers
were digital video subscribers. '

Digital video subscribers using a TWC-provided set-top box generally have access to an interactive program
guide, Video on Demand (*“VOD”), which is discussed below, music channels and seasonal sports packages, Digital
video subscribers who receive premium services generally also receive “multiplex” versions of these services.

The following table presents selected statistical data regarding TWC’s video subscribers:

December 31,

2007 2006 2005
" (in thousands, except percentages)
Homes passedt . oot 26,526 26,062 16,338
Basic viIZieo PR s e s o s U A 13,251 13,402 9,384
Basic video penetration™ .. ... .. ... i i e 50.0% 51.4% 57.4%
Digital video subscribers™ .. ... ... .. i 8,022 7,270 4595
Digital video penetration® .................... s e e 60.5% 54.2% 49.0%

M Homes passed represent the estimated number of service-ready single residence homes, apartment and condominium units and
commercial establishments passed by TWC’s cable systems without further extending the transmission lines. '

@ Basic video subscriber numbers reflect billable subscribers who receive at least basic video service.

®  Basic video penetration represents basic video subscribers as a percentage of homes passed. : .

@ Digjtal video subscriber numbers reflect billable subscribers who receive any level of video service via digital transmissions.

®  Digital video penetration represents digital video subscribers as a percentage of basic video-subscribers.: S

On-Demand services. On-Demand services are available to digital video subscribers using a TWC-provided
set-top box. Available On-Demand services include a wide selection of featured movies and special events, for
which separate per-use fees are generally charged, and free access to selected movies, programs and program
excerpts from cable networks, music videos, local programming and other content. In addition, premium service
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(e.g., HBO) subscribers receiving services via a TWC-provided digital set-top box generally have access to the
premium service’s On-Demand content without additional fees. )

Enhanced TV services. 'TWC is expanding the use of VOD technology to introduce additional enhancements
to the video experience. For instance, TWC has launched Start Over™, which allows digital video subscribers using
a TWC-provided set-top box to restart select “in progress” programs airing on participating cable networks and
broadcast stations directly from the relevant channel, without the ability to fast-forward through commercials, TWC
received an Emmy™ award in 2007 for its Start Over service. Start Over was available to over one million digital
video subscribers as of December 31, 2007, and TWC expects to continue to roll out Start Over in 2008. TWC has
begun rolling out other Enhanced TV features such as Look Back™, which utilizes the Start Over technology to
allow viewing of previously aired programs, and Quick Clips™, which allows customers to view short-form content
tied to the cable network or broadcast station then being watched. TWC is also working to make available Catch Up,
which will allow customers to view previously aired programs they have missed.

DVRs. Set-top boxes equipped with digital video recorders (“DVRs”), among other things, enable customers
to pause and/or rewind “live” television programs and record programs on the hard drive built into the set-top box.
Subscribers pay an additional monthly fee for TWC’s DVR service. As of December 31, 2007, 42%, or
approximately 3.4 million, of TWC’s digital video subscribers also subscribed to its DVR service.

HD television. In its more advanced divisions, TWC offers between 30 and 40 channels of high-definition
(“HD™) television, or HDTYV, and expects to add additional HD programming during 2008. In most divisions, HD
simulcasts (i.e., HD channels that are the same as their standard definition counterparts but for picture quality) are
provided at no additional charge, and additional charges apply only for HD channels that do not have standard
definition counterparts. In addition to its linear HD channels, TWC also offers VOD programming in HD.

High-speed Data Services

TWC offers residential high-speed data services to nearly all of its hoes passed as of December 31, 2007.
TWC’s high-speed data services provide customers with a fast, always-on connection to the Internet. High-speed
data subscribers connect to TWC’s cable systems using a cable modem, which TWC provides at no charge or which
subscribers can purchase on their own. Subscribers pay a flat monthly fee based on the level of service received.

The following table presents selected statistical data regarding TWC'’s residential high-speed data subscribers:

December 31,
2007 2006 2005
. (in thousands, except percentages)
Homes Passed™ . . oot e e 26,248 25,691 16,227
Residential high-speed data subseribers™® ... ... . ... . i 7,620 6,644 4,141
Residential high-speed data penetration® ... ................... e 29.0% 25.9% 25.5%

() Homes passed represent the estimated number of high-speed data service-ready single residence homes, apartment and condominium
units and commercial establishments passed by TWC’s cable systems without further extending the transmission lines.
@ Residential high-speed data subscriber numbers reflect billable subscribers who receive TWC's Road Rununer™ high-speed data service or
any other residential high-speed data service offered by TWC.
® Residential high-speed data penetration represents residential hlgh-speed data subscribers as a percentage of homes passed.

\; '.' Road Runner. 'TWC offers four tiers of its Road Runner high-speed data service in virtually all of its systems:
Turbo™, Standard, Basic and Lite. The tiers offer different speeds at different monthly fees. Turbo offers
subscribers speeds of up to 15 mbps downstream.

"TWC’s Road Runner service provides communication tools and personalized services, including e-mail, PC
security, parental controls, news groups and online radio, without any additional charge. The Road Runner portal
provides access to content and media from local, national and international providers and topic-specific channels,”
including games, news, sports, autos, kids, music, movie listings and shopping sites. &

High-speed data services are delivered through TWC’s hybnd fiber coax (“HFC”) network, regional fibe:.
networks that are either owned or leased from third parties and through backbone networks that provide
connectivity to the Internet and are operated by third parties. TWC pays fees for leased circuits based on the
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from and sent over the provider’s backbone network. TWC also has entered into a number of “settlement-free
peering” arrangements with affiliated and third-party networks that allow TWC to exchange traffic with those

t

| :
' amount of capacity available to TWC and pays for Internet connectivity based on the amount of data traffic recetved
|

‘ -

: networks without a fee. :

In addition to Road Runner, most of TWC’s cable systems provide their high-speed data subscribers with
access to the services of certain other on-line providers, including Earthlink.

Yoice Services

Digital Phone. 'TWC has offered its Digital Phone service broadly since 2004, Under TWC'’s primary calling
plan, its customers receive unlimited local, in-state and U.S., Canada and Puerto Rico calling and a number of
calling features, including call waiting, caller ID and Enhanced 911 (“E9117) services, for a fixed monthly fee.
TWC also offers additional calling plans with a variety of calling options that are designed to meet customers’
particular usage patterns, including a local-only calling plan, an unlimited in-state calling plan and an international
calling plan.

The following table presents selected statistical data regarding TWC’s Digital Phone subscribers:

December 31,

2007 2006 2005
_ (in thousands, except percentages)
Homes passed(™ . . ..o\ttt e 24,611 16,623 14,308
Digital Phone subscribers® . .. ..o vuni i 2895 1,860 998
Digital Phone penetration™ . . . . ... ... ... 11.8% 11.2% - 7.0%

M Homes passed represent the estimated number of Digital Phone service-ready single residence homes, apartment and condominium units
and commercial establishments passed by TWC's cable systems without further extending the transmission lines.

@  Digital Phone subscriber numbers reflect billable subscribers who receive an internet protocol (“IP”)-based telephony service.

@  Digital Phone penetration represents Digital Phone subscribers as a percentage of Digital Phone service-ready homes passed.

As of December 31, 2007, TWC had 2.9 million Digital Phone customers, and penetration of voice services to
serviceable homes was approximately 12%. Since no comparable IP-based telephony service was available in the
systems ‘acquired in and retained after the Transactions (the “Acquired Systems™) at the time of acquisition, the
continued introduction of Digital Phone in the Acquired Systems, separately and as part of a bundle, was a high
priority during 2007. The Company started selling Digital Phone in the Acquired Systems during 2007 and, as of
December 31, 2007, the launch of Digital Phone to residential customers in the Acquired Systems was substantially
complete. :

TWC delivers Digital Phone service over the same system facilities that it uses to provide video and high-speed
data services. Under a multi-year agreement between TWC and Sprint Nextel Corporation (“Sprint™), Sprint assists
TWC in providing Digital Phone service by routing voice traffic to and from destinations outside of TWC’s network
via the public switched telephone network, delivering E911 service and assisting in local number portability and
long-distance traffic carriage. Unlike Internet phone providers, such as Vonage Holdings Corp. (“Vonage”), TWC
does not utilize the public Internet to transport telephone calls. See “Risk Factors—Risks Related to Dependence on
Third Parties—TWC may not be able to obtain necessary hardware, software and operational support.”

Service Bundles

In addition to selling its services separately, TWC is focused on marketing differentiated packages of multiple
services and features, or *bundles,” for a single price. Increasingly, TWC’s customers subscribe to two or three of its
primary services. TWC customers who subscribe to a bundle receive a discount from the price of buying the
services separately as well as the convenience of a single monthly bill. TWC also is developing services that are
available only to customers who subscribe to a bundle. See “—Cross-platform Features” below. TWC believes that
bundled offerings increase its customers’ satisfaction with TWC, increase customer retention and encourage
i subscription to additional features. The table below sets forth the number of TWC’s double play and triple play
| subscribers as of the dates indicated. :




December 31,
2007 2006 2005
(in thousands)

Double play . . . 4,703 4,647 3,099
Trple Play ' . e 2,363 1,523 760

" TWC customers who subscribe to two of TWC’s primary services (video, high-speed data and voice).
@ TWC customers who subscribe to all three of TWC’s primary services (video, high-speed data and voice).

Cross-platform Features

In support of its bundled services strategy, TWC is developing features that operate across two or more of its
services. For example, TWC has begun to provide digital video subscribers who both use a TWC-provided set-top
box and subscribe to Digital Phone, at no extra charge, a Caller ID on TV feature that displays incoming call
information on the customer’s television set. TWC has introduced a feature called “PhotoShowTV” in two of its
divisions that gives digital video subscribers who both use a TWC-provided set-top box and subscribe to TWC’s
Road Runner high-speed data service the ability to create and share their personal photo shows and videos with
other TWC digital video subscribers using its VOD technology. TWC expects to expand the roll out of this service
in 2008. TWC is also developing other cross-platform features, such as remote DVR management, which would
allow customers who subscribe to TWC’s DVR service to use the Internet to program their DVRs, and a residential
phone web portal, which would allow Digital Phone subscribers to use the Internet to modify Digital Phone features,
make payments and listen to voicemail, which it expects to launch during 2008.

Commercial Services

TWC has provided video and high-speed data services to businesses for over a decade and, in 2007, it
introduced in the majority of its systems a commercial Digital Phone service, Business Class Phone, geared to
small- and medium-sized businesses. The introduction of Business Class Phone enables TWC to offer its
commercial customers a bundle of Vldeo high-speed data and voice services and to compete agamst bundled
services from its competitors,

Video Servzces

TWC offers business customers a full range of video programming tiers marketed under the “Time Warner
Cable Business Class” brand. Packages are designed to meet the demands of a business environment by offering a
wide variety of video services that enable businesses to entertain customers or stay abreast of news, weather and
financial information, : :

High-speed Data Services

TWC offers business customers a variety of high-speed data services, including Internet access, website
hosting and managed security. These services are offered to a broad range of businesses and are marketed under the
“Time Warner Cable Business Class” brand. Business subscribers pay a flat monthly fee based on the level of
service received. Due to their different characteristics, commercial subscribers are charged at different rates than
residential subscribers. As of December 31, 2007, TWC had 280,000 commercml h1gh~speed data subscribers.

In addition, TWC provides its hlgh-speed data services to other cable 0perators for a fee, including Advance/
Newhouse Communications, who in turn provide high-speed data services to their customers.

Voice Services

In addition to TWC’s existing commercial video and high-speed data businesses, TWC recently introduced
Business Class Phone, a business-grade phone service geared to small- and medium-sized businesses. TWC
launched Business Class Phone in the majority of its systems during 2007 and expects to complete the roll-out of
Business Class Phone in the remainder of its systems during 2008. :

Commercial Networking and Transport Services
TWC provides dedicated transmission capacity on its network to customers that desire high-bandwidth
connections between locations. TWC also offers point-to-point circuits to wireless telephone providers and to other
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carrier and wholesale customers. TWC’s virtual private network, or VPN, services enable customers to use IP-based
business applications for secure communications among geographically dispersed locations, while also providing
high-speed access to the Internet, and provide secure access for remote users, such as traveling employees and
employees working from home or a remote location. TWC also offers a variety of Ethernet services that are
designed to provide high-speed, high-capacity connections between customers’ local area networks, or LAN,
within and between metropolitan areas,

Advertising

TWC sells advertising time to a variety of national, regional and local businesses. As part of the agreements
under which it acquires video programming, TWC typically receives an allocation of scheduled advertising time in
such programming, generally two or three minutes per hour, into which its systems can insert commercials, subject
to certain subject matter limitations. The clustering of TWC’s systems expands the share of viewers that TWC
reaches within a local designated market area, which helps its local advertising sales business to compete more
effectively with broadcast and other media. In addition, TWC has a strong presence in the country’, S two largest
advertising market areas, New York, NY, and Los Angeles, CA.

In many locations, contiguous cable system operators have formed advertising “interconnects” to deliver
Iocally inserted comrmercials across wider geographic areas, replicating the reach of the local broadcast stations as
much as possible. TWC’s local cable news channels and VOD offermgs also’ provrde it w1th opportunities to
generate advertising revenue.

Advanced Advertising

TWC is exploring various means by which it could utilize its advanced services to deliver the same kind of
targeting and i Interactivity to television advertisers that currently is available to Internet advertisers. For example, in
several divisions, TWC provides overlays that enable digital video subscribers with a TWC-provided set-top box to
request additional information regarding certain advertised products, using the remote control, to “telescope” from
a traditional advertisement to a long-form VOD segment regarding the advertised product, to vote on a relevant
topic or to receive more specific additional information. These tools can be used to provide advertisers with
important feedback about the impact of their advertising efforts. TWC also is working with other cable operators to
develop a consistent platform for the delivery of advanced advertising.

Marketmg and Sales

TWC'’s marketing strategy primarily focuses on bundles of video, hlgh-speed data and voice services,
including premium services, offered in differentiated, but easy to understand packages that also provide a
discount from the price of buying the services separately and the convenience of a single bill. Bundles are
generally marketed with entry level pricing, which provides TWC’s customer care representatives the opportunity
to offer additional services or upgraded levels of existing services that may ‘be appealing to targeted customer
groups. As of December 31, 2007, TWC offered over a third of its customers a price lock guarantee, which allows
customers to enter into a longer-term: bontract w1th TWC at a set rate and TWC i§ contmmng to roll out this offer.

TWC utilizes i 1ts brand and the brand statement The Power of You ,in conjunctron with a variety of integrated
marketing, promotional ard" sales campaigns and techniques generally on a local or regional basis, TWC's
advertising is intended to let its diverse base of subscribers and potential subscribers know that it is a customer-
centric company committed to exceeding customers’ expectations through innovative service offerings and
customer service. This message is supported across broadcast, TWC’s own cable systems, print, radio and

‘other outlets including outdoor advernsmg, dn‘ect ma1I e- matl on-line’ adverusmg, local grassroots efforts and

non—tradttlonal medla o

TWC also employs a wide range of direct channels to reach its customers, mcludmg outbound telemarketing,
door-to-door sales and marketing in retail stores. In addition, TWC uses customer care channels and inbound call
centers to increase awareness of its service offerings. Creative promotional offers are also a key part of its strategy,

and an area in whxch TWC works with third parties such as consumer electromcs manufacturers and cable

. programmers.-
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Customer Care

TWC believes that superior customer care can help increase customer satisfaction, promote customer loyé.lty
and lasting customer relationships and increase the penetration of its services. TWC’s customer care strategy is
focused on three key components, including:

» Ease of Access—seeking to minimize telephone wait times for TWC customers;

*  Quality Infrastructure—maintaining tools to measure and manage TWC’s network infrastructure and
customer premise equipment to resolve customer issues on the first visit to customers’ homes and
businesses; and

» Training—developing front-line employees able to handle both service and sales.

In order to improve the measurement and management of TWC’s network infrastructure and customer premise
equipment, TWC expects to roll out in 2008 engineering tools that will give installation technicians and customer
care representatives access to real-time information about the operatmg conditions of the equipment in its
customers’ homes.

Technology

Cable Systems

TWC's cable systems employ a flexible and extensible HFC network. TWC transmits signals on these systems

via laser-fed fiber optic cable from origination points known as “headends” and “hubs” to a group of distribution

“nodes,” and uses coaxial cable to deliver these signals from the individual nodes to the homes they serve. TWC

pioneered this architecture and received an Emmy award in 1994 for its HFC development efforts. HFC architecture

allows the delivery of two-way video and broadband transmissions, which is essential to providing advanced video
services, like VOD, Road Runner high-speed data service and Digital Phone.

As of December 31, 2007, according to TWC’s estimates, approximately 98% of all homes passed by TWC’s
cable systems were served by plant that had been upgraded to provide at least 750MHz of capacity. Carriage of
programming through analog transmissions (approximately 70 channels per system) uses about two-thirds of a
typical system’s capacity, leaving the remaining capacity for digital video, high-speed data and voice services.
Digital signals, including video, high-speed data and voice signals, can be carried more efficiently than analog
signals. Generally 10 to 12 digital channels or their equivalent can be carried using the same amount of capacity
required to carry just one analog channel.

TWC believes that its network architecture is sufficiently flexible and extensible to support its current
requirements. However, in order for TWC to continue to innovate and deliver new services to its customers, as well
as meet its competitive needs, TWC anticipates that it will need to use more efficiently the bandwidth available to its
systems over the next few years. TWC believes that this can be achieved largely without costly upgrades. For
example, to'accommodate increasing numbers of HDTV channels and other demands for greater capacity in its
network, TWC is deploying a technology known as switched digital video (“SDV”). This expansion of network
capacity relies on switching equipment in TWC’s headends and hubs and, as necessary, segmenting its plant’ to
ensure that switches and lasers are shared among fewer households. By using SDV, only those channels that are
being watched within a given grouping of households are transmitted to those households. Since it is generally the
case that not all channels are being watched at all times by a given group of households, this frees up capacity that
can then be made available for other uses. As a result of this process, capacity is made available for new services,
including I-IDTV channels. As of December 31, 2007, over 1.4 million (or 18%) of digital video subscribers
received some€ portion of their’ 'video service via SDV technology. TWC expects to contmue to deploy SDV
tec]mology ‘during 2008.

S et-top Boxes .

Each of TWC s cable systems uses one of two condlttonal access” systems to secure signals from
unauthorized receipt, the intellectual property rights to which are controlled by set-top box manufacturers. In
part as a result of the proprietary nature of these conditional access systems, TWC currently purchases set-top boxes
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from a limited number of suppliers. For more information, see “Risk Factors—Risks Related to Dependence on
Third Parties—TWC may not be able to obtain necessary hardware, software and operational support.”

Historically, TWC has also relied primarily on set-top box suppliers to create the applications and interfaces
TWC makes avaijlable to its customers. Although TWC believes that its current applications and interfaces are
compelling to subscribers, the lack of compatibility among set-top box operating systems has in the past hindered
application development. CableLabs, a nonprofit research and development consortium founded by members of the
cable industry, has put forward a set of hardware and software specifications known as tru2way (formerly known as
OpenCable), which represent an effort to create a common platform for set-top box applications regardless of the
box’s operating system. If widely adopted, tru2way could spur innovation in applications for set-top boxes and
cable-ready consumer electronics devices. TWC began deployment of tru2way in 2007 and expects to continue to
deploy it during 2008.

TWC’s digital video subscribers must have either a digital set-top box or a “digital cable-ready” television or
similar device equipped with a CableCARD™. However, a “digital cable-ready” television or similar device
equipped with a CableCARD cannot receive certain digital signals and signals for premium programming that are
necessary to receive TWC’s two-way video services, such as VOD and TWC’s interactive program guide. In order
to receive TWC’s two-way video services, customers generally must have a TWC-provided digital set-top box.

Suppliers

TWC contracts with certain third parties for goods and services related to the delivery of its video, high-speed
data and voice services.

Video programming. TWC carries local broadcast stations pursuant to either the Federal Communications
Comumission (the “FCC”) “must carry” rules or a written retransmission consent agreement with the relevant station
owner. For more information, see “—Regulatory Matters” below. Cable networks, including premium services, are
carried pursuant to written affiliation agreements, usually with a term of between three and seven years. TWC
generally pays a fixed monthly per subscriber fee for such services. Payments to the providers of some premium
services may be based on a percentage of TWC’s gross receipts from subscriptions to the services. Generally, TWC
obtains rights to carry VOD movies and Pay-Per-View events through iN Demand L.L.C., a company in which
TWC holds a minority interest. In some instances, TWC contracts directly with film studios for VOD carriage rights
for movies. Such VOD content is generally provided to TWC under revenue-sharing arrangements.

Set-top boxes, program guides and network equipment. TWC purchases set-top boxes and CableCARDs
from a limited number of suppliers and leases these devices to subscribers at monthly rates. See “—Technology—
Set-top Boxes” above and “~—Regulatory Matters” below. TWC purchases routers, switches and other network
equipment from a variety of providers. TWC’s most significant supplier of these items is Cisco Systems Inc., .a
manufacturer of routers and other network equipment and the owner of Scientific Aflanta, Inc. (“Scientific
Atlanta”), the supplier of a significant portion of TWC’s set-top boxes. See “Risk Factors—Risks Related to
Dependence on Third Parties—TWC may not be able to obtain necessary hardware, software and operational
support.” TWC has developed and, in a number of its divisions, uses its Open Cable Digital Navigator (“ODN”) and
Mystro Digital Navigator (“MDN”") program guides. It also purchases program guides from Scientific Atlanta and
Aptiv Digital, Inc., which is owned by Gemstar-TV Guide International, Inc.

High-speed data and voice connectivity. TWC delivers high-speed data and voice services through TWC’s
HFC network, regional fiber networks that are either owned or leased from third parties and through backbone
networks that provide connectivity to the Internet and are operated by third parties. TWC pays fees for leased
circuits based on the amount of capacity available to it and pays for Internet connectivity based on the amount of
data and voice traffic received from and sent over the provider’s backbone network. :

Digital Phone. Under a multi-year agreement between TWC and Sprint, Sprint assists TWC in providing
Digital Phone service by routing voice traffic to and from destinations outside of TWC’s network via the public
switched telephone network, delivering E911 service and assisting in local number portability and long-distance
traffic carriage.
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Competition

TWC faces intense competition from a variety of alternative information and entertainment delivery sources,
principally from direct-to-home satellite video providers and certain telephone companies, each of which offers a
broad range of services through increasingly varied technologies that provide features and functions comparable to
those provided by TWC. The services are also offered in bundles of video, high-speed data and voice services
similar to TWCs and, in certain cases, these offerings include wireless services. The availability of these bundled
service offerings has intensified competition. In addition, technological advances will likely increase the number of
alternatives available to TWC’s customers from other providers and intensify the competitive environment. See
“Risk Factors—Risks Related to Competition.”

Principal Competitors

Direct broadcast satellite. TWC’s video services face competition from direct broadcast satellite (“DBS™)
services, such as DISH Network Corporation (“Dish Network™) and DirecTV Group Inc. (“DirecTV7). Dish
Network and DirecTV offer satellite-delivered pre-packaged programming services that can be received by
relatively small and inexpensive receiving dishes. These providers offer aggressive promotional pricing,
exclusive programming (e.g., “NFL Sunday Ticket,” which is available only to DirecTV) and video services
that are comparable in many respects to TWC’s analog and digital video services, including TWC’s DVR service
and some of its interactive programming features. These providers are also working to increase the number of
HDTYV channels they offer in order to differentiate their service from the services offered by cable operators.

In some areas, incumbent local telephone companies and DBS operators have entered into co-marketing
arrangements that allow both parties to offer synthetic bundles (i.¢., video service provided principally by the DBS
operator, and digital subscriber line (“DSL”), traditional phone service and, in some cases, wireless service
provided by the telephone company). From a consumer standpoint, the synthetic bundies appear similar to TWC’s
bundles and also result in a single bill. For example, AT&T Inc. (“AT&T”) is offering a service in some areas that
utilizes DBS video but in an integrated package with AT&T’s DSL product, which enables an Internet-based return
path that allows the customer to order a video-on-demand-like product and other services that TWC provides using
its two-way network.

Local telephone companies. TWC’s high-speed data and Digital Phone services face competition from the
DSL., wireless broadband and traditional and wireless phone offerings of incumbent local telephone companies,
especially AT&T and Verizon Communications Inc. (“Verizon™), and also smaller local telephone companies, such
as Cincinnati Bell, Inc. and Citizens Communications Company. AT&T and Verizon have undertaken fiber-optic
upgrades of their networks, and the technologies they are using, such as “fiber-to-the-node” (“FTTN") and “fiber-
to-the-home” (“FTTH”), are capable of carrying two-way video, high-speed data with substantial bandwidth and
IP-based telephony services, each of which is similar to the corresponding services TWC offers. In addition, these
telephone companies can market and sell service bundles of video, high-speed data and voice services plus wireless
services provided by the telephone companies’ owned or affiliated companies.

Cable overbuilds. ' TWC operates its cable systems under non-exclusive franchises granted by state or local
authorities. The existence of more than one cable system, including municipality-owned systems, operating in the
same territory is referred to as an “‘overbuild.” In some of TWC’s operating areas, other operators have overbuilt
TWC’s systems and/or offer video, data and voice services in competition with TWC.

Satellite Master Antenna Television (“SMATV”). Additional competition comes from private cable
television systems servicing condominiums, apartment complexes and certain other ‘multiple dwelling units
with local ‘broadcast signals and many of the same satellite-delivered program services offered by franchised
cable systems. Some SMATV operators now offer voice and high-speed data services as well.

Other Competition and Competitive Factors

Aside from competing with the video, high-speed data and voice services offered by DBS providers, local
incumbent telephone companies, cable overbuilders and SMATYVs, each of TWC’s services also faces competition
from other companies that provide services on a stand-alone basis.
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Video competition. TWC’s video services face competition on a stand-alone basis from a number of differen;
sources, including:

* local television broadcast stations that provide free over-the-air programming which can be received using
an antenna and a television set;

* local television broadcasters, which in selected markets sell digital subscription services; and
* video programming delivered over broadband Internet éonnections.

TWC’s VOD services compete with online movie and other services, which are delivered over broadband
Internet connections, online order services with mail delivery, and with video stores and home video services.

“Online” competition. TWC’s high-speed data services face or may face competition from a variety of
companies that offer other forms of online services, including low cost dial-up services over ordinary telephone
lines, and developing technologies, such as Internet service via power lines, satellite and various wireless services
(e.g., Wi-Fi), including those of local municipalities.

Digital Phone competition. TWC’s Digital Phone service also competes with wireless phone providers and
national providers of IP-based telephony products such as Vonage. The increase in the number of different
technologies capable of carrying voice services has intensified the competitive environment in which TWC operates
its Digital Phone service.

Additional competition. In addition to multi-channel video providers, cable systems coinpete with all other
sources of news, information and entertainment, including over-the-air television broadcast reception, live events,
movie theaters and the Internet. In general, TWC also faces competition from other media for advertising dollars. To
the extent that TWC’s products and services converge with theirs, TWC competes with the manufacturers of
consumer electronics products. For instance, TWC’s DVR$ compete with similar devices manufactured by
consumer electronics companies. o a

Commercial competition. TWC’s commercial video, high-speed data, voice and networking and transport
services face competition from local incumbent telephone companies, especially AT&T and Verizon, as well as
from a variety of other national and regional business services competitors. These companies include facilities-
based business service providers, such as Level 3 Communications, Inc., Time Warner Telecom Inc. and XO
Communications, LLC; which provide fiber optic services to enterprise and small- to medium-sized business
customers, smaller regional competitive local exchange carriers (“CLECs™) that offer voice and data services using
local access lines leased from local incumbent telephone operators, and national providers of IP-telephony products
such as Vonage, which provide voice and/or data services on a residential broadband connection. :

Franchise process. Under the Cable Television Corsumer Protection ‘and Competition Act of 1992,
franchising authorities are prohibited from unreasonably refusing to award additional franchises. In December
2006, the FCC adopted an order intended to make it easier for competitors to obtain franchises, by defining when the
actions of county- and municipal-level franchising authorities will be deemed to be unreasonable as part of the
franchising process. Furthermore, legislation supported by regional telephone companies has been proposed at the
state and federal level and enacted in a number of states to allow these companies to enter the video distribution
business without obtaining local franchise approval and often on substantially more favorable terms than those
afforded TWC and other existing cable operators. Legislation of this kind has been enacted in California, New
Jersey, North Carolina, South Carolina and Texas. See “Regulatory Matters—State and Local Regulation” and
“Risk Factors—Risks Related to Government Regulation.” S .

Employees

As of December 31, 2007, TWC had approximately 45,600 employees, including approximately 1,600 part-
time employees. Approximately 5.0% of TW(C’s employees are represented by labor unions. TWC considers its
relations with its employees to be good. . :
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Regulatory Matters

‘TWC’s business is subject, in part, to regulation by the FCC and by most local and SOIE state governments
where TWC has cable systems. In addition, TWC’s business is operated sﬁbjpct to compliance with the terms of the
Memorandum Opinion and Order issued by the FCC in July 2006 in connection with the regulatory clearance of the
Transactions (the “Adelphia/Comcast Transactions Order”). Varjous legislative and regulatory proposals under
consideration from time to time by Congress and various federal agencies have in the past materially affected TWC
and may do so in the future.

The following is a summary of current significant federal, state and local laws and regulations affecting the
growth and operation of TWC’s businesses as well as a summary of the terms of the Adelphia/Comcast Transactions
Order. The summary of the Adelphia/Comcast Transactions Order herein does not purport to be complete and is
subject to, and is qualified in its entirety by reference to, the provisions of the Adelphia/Comcast Transactions
Order. ' \

Communications Act and FCC Regulation

The Communications Act of 1934, as amended (the “Comimunications Act”), and the regulations and policies
of the FCC affect significant aspects of TWC’s cable system operations, including video subscriber rates; carriage
of broadcast television stations, as well as the way TWC sells its program packages to subscribers; the use of cable
systems by franchising authorities and other third parties; cable system ownership; offering of voice and high-speed
data services; and its use of utility poles and conduits. .

“Net neutrality” legislative and regulatory proposals. In the 2005-2006 Congressional term, several “net
neutrality”-type provisions were introduced as part of broader Communications Act reform legislation. These
provisions would have limited to a greater or lesser extent the ability of broadband providers to adopt pricing models
‘and network management policies that would differentiate based on different uses of the Internet. None of these
provisions were adopted. Similar legislation has been introduced in the 2607-2008 Congressional term.

In September 2005, the FCC issued a non-binding policy statement regarding net neutrality (the “Net
Neutrality Policy Statement”). The FCC indicated that the Net Neutrality Policy Statement was intended to offer
“gyidance and insight” into its approach to the Internet and broadband related issues. The principles contained in the
Net Neutrality Policy Statement set forth the FCC’s view that consumers are entitled to.access and use the lawful
Internet content and applications of their choice, to connect lawful devices of their choosing that do not harm the
broadband provider’s network and to competition among network, application, service and content providers. Inthe
Net Neutrality Policy Statement, the FCC also noted, that these principles are subject to “reasonable network
management.” Subsequently, the FCC has made these principles binding as to certain telecommunications
companies in orders adopted in connection with mergers undertaken by those companies. To date, the FCC has
declined to adopt any such regulations that would be applicable to TW.C.

-Several parties are seeking to persuade the FCC to adopt net neutrality-type regulations in a number of
proceedings that are currently pending before the agency. These include pending FCC rulemakings regarding
IP-enabled services and broadband Internet access services, as well as a petition for declaratory ruling and a petition
for rulemaking, both of which ask the FCC to define “reasonable” network management practice. In addition, in
March 2007, the FCC opened a Notice of Inquiry regarding the implementation of net neutrality régulations and, in
January 2008, the FCC released Public Notices secking comment by February, 13, 2008, on the petitions.

- TWC is unable to predict the likelihood that le‘gisiéti\ie or additional regulatory proposals regarding net
neutrality will be adopted. For a'discussion of “net neutrality” and the impact such proposals could have on TWC if

adopted, see the discussion in “Risk’ Factors—Risks Related to Government Reguldfion‘—‘N'ét neutrality’
legislation or regulation could limit TWC’s ability to operité its high-speed data business profitably, to
manage its broadband facilitiés efficiently and to make upgrades to’ those facilities sufficient to respond to
growing bandwidth usage by TWC’s high-speed data customers.” - e

. o . . g o L
Subscriber rates.. The Communications Act and the FCC’s rules regulate rates for basic cable service and
equipment in communities that are not subject to “effective competition,” as defined by federal law. Where there is
no effective competition, federal law authorizes franchising authorities to regulate the monthly rates charged by the

13




operator for the minimum level of video programming service, referred to as basic service, which generally include
local broadeast channels and public access or educational and government channels required by the franchise. Thi
kind of regulation also applies to the installation, sale and lease of equipment used by subscribers to receive basi
service, such as set-top boxes and remote control units. In many localities, TWC is no longer subject to this rat
regulation, either because the local franchising authority has not become certified by the FCC to regulate these rate
or because the FCC has found that there is effective competition. '

Carriage of broadcast television stations and other programming regulation. The Communications Act ary
‘the FCC’s regulations contain broadcast signal carriage requirements that allow local commercial televisio
broadcast stations to elect once every three years to require a cable system to carry their stations, subject to som
exceptions, or to negotiate with cable systems the terms by which the cable systems may carry their stations
commonly called “retransmission consent.” The most recent election by broadcasters becae effective or
January 1, 2006. '

Apart from those local commercial broadcast stations that elect retransmission consent, the Communication:
Act and the FCC’s regulations require a cable operator to devote up to one-third of its activated channel capacity foi
the mandatory carriage of local commercial television stations and certain low-power stations. The
Communications Act and the FCC’s regulations give local non-commercial television stations mandatory
carriage rights, but non-commercial stations do not have the option to negotiate retransmission consent for the
carriage of their signals by cable systems. Additionally, cable systems must obtain retransmission consent for al
“distant” commercial television stations (i.e., those television stations outside the designated market area to which :
community is assigned) except for commercial satellite-delivered independent “superstations” and some low-power
television stations. '

FCC regulations require TWC to carry the signals of both commercial and non-commercial local di gital-only
broadcast stations and the digital signals of local broadcast stations that return their analog spectrum to the
government and convert to a digital broadcast format. The FCC’s rules give digital-only broadcast stations
discretion to elect whether the operator will carry the station’s primary signal in a digital or converted analog
format, and the rules also permit broadcasters with both analog and digital signals to tie the carriage of their digital
signals to the carriage of their analog signals as a retransmission consent condition.

In 2005, the FCC reaffirmed its earlier decision rejecting multi-casting (i.e., carriage of more than one program
stream per broadcaster) requirements with respect to carriage of broadcast signals pursuant to must-carry rules.
Certain parties filed petitions for reconsideration. To date, no action has been taken on these reconsideration
petitions, and TWC is unable to predict what requirements, if any, the FCC might adopt. '

In September 2007, the FCC adopted an order that requires cable operators that offer at least some analog
service (i.e., that are not operating “all-digital” systems) to provide to subscribers both analog and digital feeds of
must-carry broadcast stations beginning February 18, 2009, regardless of whether both feeds are provided to the
cable operator. Currently, this obligation is scheduled to terminate in February 2012, subject to FCC review. As of
February 2008, certain technical specifics of how post-transition carriage will be accomplished, such as signal
format and resolution, remain unresolved by the FCC. The Company is unable to predict what requirements, if any,
the FCC might adopt or the timing of such action. o

The Communications Act also permits franchising authorities to negotiate with cable opérators for channels
for public, educational and governmental access programming. It also requires a cable system with 36 or more
activated channels to designate a significant portion of its channel capacity for commercial leased access by third
parties, which limits the amount of capacity TWC has available for other programming. The FCC regulates various
aspects of such third-party commercial use of channel capacity on TWC’s cable systems, including the rates and
some terms and conditions of the commercial use. In November 2007, the FCC adopted an order revising its leased
access rules by lowering the permitted rate charged to most leased access programmers, as well as adopting new
procedural and complaint provisions. The FCC is seeking further comment on whether to extend the new rate
methodology to program-length commercial and sales programming,. In addition, the FCC has also launched a
proceeding to examine its substantive and procedural rules for program carriage. TWC is unable to predict whether
any such proceedings will lead to any material changes in existing regulations, ' :
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In connection with certain changes in TWC’s programming line-up, the Communications Act and FCC
regulations also require TWC to give various kinds of advance notice. Under certain circumstances, TWC must give
as much as 30 days’ advance notice to subscribers, programmers and franchising authorities. Under certain
circumstances, notice may have to be given in the form of bill inserts, on-screen announcements and/or hewspaper
advertisements. Giving notice can be expensive and, given long lead times, may limit TWC'’s ability to implement
programming changes quickly. DBS operators and other non-cable programming distributors are not subject to
analogous duties. '

In November 2007, the FCC also adopted a requirement that cable operators submit to the agency information
concerning the number of homes that their systems pass and information concerning their subscribers. The agency
intends to use this information to determine whether the so-called “70/70” test has been met, which may. give the
FCC authority to promulgate certain additional regulations covering cable operators if it is shown that cable systems
with 36 or more activated channels are available to 70 percent of households within the United States and that
70 percent of those households subscribe to such systems.

High-speed Internet access. From time to time, industry groups, telephone companies and Internet service
providers (“ISPs™) have sought local, state and federal regulations that would require cable operators to sell capacity
on their systems to ISPs under a common carrier regulatory scheme. Cable operators have successfully challenged
regulations requiring this “forced access,” although courts that have considered these cases have employed varying
legal rationales in rejecting these regulations.

In 2002, the FCC released an order in which it determined that cable-modem service constitutes an
“information service” rather than a “cable service” or a “telecommunications service,” as those terms are used
in the Communications Act. That determination was sustained by the U.S. Supreme Court. According to the FCC,
an “information service” classification may permit but does not require it to impose “multiple ISP” requirements. In
2002, the FCC initiated a rulemaking proceeding to consider whether it may and should do so and whether local
franchising authorities should be permitted to do so. As of December 31, 2007, this rulemaking proceeding was still
pending. As noted above, in 2005, the FCC adopted a Net Neutrality Policy Statement intended to offer guidance on
its approach to the Internet and broadband access. Among other things, the Policy Statement stated that consumers
are entitled to competition among network, service and content providers, and to access the lawful content and
services of their choice, subject to the needs of law enforcement. The FCC may in the future adopt specific
regulations to implement the Policy Statement. '

Ownership limitations. There are various rules prohibiting joint ownership of cable systems and other kinds
of communications facilities, Local telephone companies generally may not acquire more than a small equity
interest in an existing cable system in the telephone company’s service area, and cable operators generally may not
acquire more than a small equity interest in a local telephone company providing service within the cable operatot’s
franchise area. In addition, cable operators may not have more than a small interest in multipoint microwave
distribution service (“MMDS") facilities or SMATV systems in their service areas. Finally, the FCC has been
exploring whether it should prohibit ¢able operators from holding ownership interests in satellite operators.

The Communrications Act also required the FCC to adopt “reasonable limits” on the number of subscribers a
cable operator may reach through systems in which it holds an ownership interest. In September 1993, the FCC
adopted a rule that was later amended to prohibit any cable operator from serving more than 30% of all cable,
satellite and other multi-channel subscribers nationwide. The Communications Act also required the FCC to adopt
“reasonable limits” on the number of channels that cable operators may fill with programming services in which
they hold an ownership interest. In September 1993, the FCC imposed a limit of 40% of a cable operator’s first 75
activated channels. In March 2001, a federal appeals court struck down both limits and remanded the issue to the
FCC for further review. The FCC initiated a rulemaking in 2001 to consider adopting a new horizontal ownership
limit and announced a follow-on proceeding to consider the issue anew. In December 2007, the FCC adopted a rule
to prohibit any cable operator from serving more than 30% of all cable, satellite and other multi-channel subscribers
nationwide and launched a further Notice of Proposed Rulemaking seeking comment on vertical ownership limits
and cable attribution rules.

Pole attachment regulation. The Communications Act requires that utilities provide cable systems and
telecommunications .carriers with non-discriminatory access to any pole, conduit or right-of-way controlled by
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investor-owned utilities. The Communications Act also requires the FCC to regulate the rates, terms and conditions
imposed by these utilities for cable systems’ use of utility pole and conduit space unless state authorities
demonstrate to the FCC that they adequately regulate pole attachment rates, as is the case in some states in
which TWC operates. In the absence of state regulation, the FCC administers pole attachment rates on a formula
basis. The FCC’s original rate formula governs the maximum rate utilities may charge for attachments to their poles
and conduit by cable operators providing cable services. The FCC also adopted a second rate formula that became
effective in February 2001 and governs the maximum rate investor-owned utilities may charge for attachments to
their poles and conduit by companies providing telecommunications services. The U.S. Supreme Court has upheld
the FCC’s jurisdiction to regulate the rates, terms and conditions of cable operators’ pole attachments that are being
used to provide both cable service and high-speed data service. The applicability of this determination to TWC’s
voice services is still an open issue. In November 2007, the FCC issued a Notice of Proposed Rulemaking that
proposes to-establish a single pole attachment rate for all companies providing broadband internet access service.

Set-top box regulation.  Certain regulatory requirements are also applicable to set-top boxes. Currently, many
cable subscribers rent from their cable operator a set-top box that performs both signal-reception functions and
conditional-access security functions. The lease rates cable operators charge for this equipment are subject to rate
regulation to the same extent as basic cable service. Cable operators are allowed to set equipment rates for set-top
boxes, CableCARDs and remote controls on the basis of actual capital costs, plus an annual after-tax rate of return
of 11.25%, on the capital cost (net of depreciation). In 1996, Congress enacted a statute seeking to allow subscribers
to use set-top boxes obtained from third party retailers. The most important of the FCC’s implementing regulations
became effective on July 1, 2007 and requires cable operators to cease placing into service new set-top boxes that
have integrated security so that subscribers can purchase set-boxes or other navigational devices from other sources.
Direct broadcast operators are not subject to this requirement and certain incumbent telephone operators that
provide cable service have received a limited waiver from the FCC.

In December 2002, cable operators and consumer-electronics companies entered into a standard-setting
agreement relating to reception equipment that uses a conditional-access security card—a CableCARD—provided
by the cable operator to receive one-way cable services. To implement the agreement, the FCC adopted regulations
that (i) establish a voluntary labeling system for such one-way devices; (ii) require most cable systems to support
these devices; and (iii) adopt various content-encoding rules, including a ban on the use of “selectable output
controls.” The FCC has initiated a notice of proposed rulemaking that may lead to regulations covering equipment
sold at retail that is designed to receive two-way products and services, which, if adopted, could increase TWC’s
cost in supporting such equipment. '

Exclusive arrangements with Multiple Dwelling Units. In November 2007 , the FCC adopted an order
declaring null and void all exclusive access arrangeinents between cable operators and multiple dwelling units and
other centrally managed real estate developments (“MDUs”). In connection with the order, the FCC also issued a
Further Notice of Proposed Rulemaking regarding whether to expand the ban on exclusivity to other types of multi-
channel video programming distributors (“MVPDs”) in addition to cable operators, including DBS providers, and
whether additional types of exclusivity arrangements between MVPDs and MDUs not addressed in the order should
be prohibited. The FCC indicated it would issue an order resolving these issues within six months from release of
the final order adopting the new regulation. In December 2007, the National Cable and Telecommunications
Association (“NCTA”) filed a stay request at.the FCC and an appeal in the U.S. Court of Appeals for the District of
Columbia Circuit on the issue of whether the FCC has the authority to prohibit the enforcement of existing contracts
between MDUs and cable operators. ' :

. Other regulatory requirements of the Communications Act and the FCC. The Communications Act also
includes provisions regulating customer service, subscriber privacy, marketing practices, equal employment
opportunity, technical standards and equipment compatibility, antenna structure notification, marking, lighting,
emergency alert system requirements and the collection from cable operators of annual regulatory fees, which are
calculated based on the number of subscribers served and the types of FCC licenses held.

Separately, the FCC has adopted cable inside wiring rules to provide specific procedures for the disposition of
residential home wiring and internal building wiring where a subscriber terminates service or where an incumbent
cable operator is forced by a building owner to terminate service in a MDU. The FCC has also adopted rules

16




providing . that, in the event that an incumbent cable operator sells the inside wiring, it must make the wiring
available to the MDU owner or the alternative cable service provider during the 24-hour period prior to the actual
service termination by the incumbent, in order to avoid service interruption.

Compulsory copyright licenses for carriage of broadcast stations and music performance licenses. TWC’s
cable systems provide subscribers with, among other things, local and distant television broadcast stations. TWC
generally does not obtain a license to use the copyrighted performances contained in these stations’ programming
directly from program owners. Instead, TWC secures those rights pursuant to a compulsory license provided by
federal law, which requires TWC to make payments to a copyright pool. The elimination or substantial modification
of the cable compulsory license could adversely affect TWC’s ability to obtain suitable programming and could
substantially in'crease the cost of programming that reinains available for distribution to TWC’s subscribers. '

When TWC obtains programming from third parties, TWC generally obtains licenses that include an'y
necessary authorizations to transmit the music included in it. When TWC creates its own programming and
provides various other programming or related content, including local origination programming and advertising
that TWC inserts into cable-programming networks, TWC is required to obtain any necessary music performance
licenses directly from the rights holders. These rights are generally controlled by three music performance rights
organizations, each with rights to the music of various composers. TWC generally has obtained the necessary
licenses, either through negotiated licenses or through procedures established by consent decrees entered into by
some of the music performance rights organizations. :

Adelphia/Comcast Transactions Order. In the Adelphia/Comcast Transactions Order, the FCC imposed
conditions on TWC, which will expire in July 2012, related to regional sports networks (“RSNs”), as defined in the
Adelphia/Comeast Transactions Order, and the resolution of disputes pursuant to the FCC’s leased access
regulations. In particular, the Adelphia/Comcast Transactions Order provides that (i) neither TWC nor its
affiliates may offer an affiliated RSN on an exclusive basis to any MVPD; (i) TWC may not unduly or
improperly influence the decision of any affiliated RSN to sell programming to an unaffiliated MVPD or the
prices, terms and conditions of sale of programming by an affiliated RSN to an unaffiliated MVPD; (iii) if an MVPD
and an affiliated RSN cannot reach an agreement on the terms and conditions of carriage, the MVPD may elect
commercial arbitration to resolve the dispute; (iv) if an unaffiliated RSN is denied carriage by TWC, it may elect
commercial arbitration to resolve the dispute in accordance with federal and FCC rules; and (v) with respect to
leased access, if an unaffiliated programmer is unable to reach an agreement with TWC, that programmer may elect
commercial arbitration to resolve the dispute, with the arbitrator being required to resolve the dispute using the
FCC’s existing rate formula relating to pricing terms. The FCC has suspended this “baseball style” arbitration
procedure as it relates to TWC’s carriage of unaffiliated RSN, although it will allow the arbitration of a claim
brought by the Mid-Atlantic Sports Network because the claim was brought prior to the suspension. Any arbitrator’s
award is subject to de novo review at the FCC as well as judicial review.

State and Local Regulation

Cable operators operate their systemns under non-exclusive franchises. Franchises are awarded, and cable
operators are regulated, by state franchising authorities, local franchising authorities, or both. '

Franchise agreements typically require payment of franchise fees and contain regulatory _pros;i_\sions
addressing, among other things, upgrades, service quality, cable service to schools and other public
institutions, insurance and indemnity bonds. The terms and conditions of cable franchises vary from
jurisdiction to jurisdiction. The Communications Act provides protections against many unreasonable terms. In
particular, the Communications Act imposes a ceiling on franchise fees of five percent of revenues derived from
cable service. TWC generally passes the franchise fee on to its subscribers, listing it as a separate item on the bill.

Franchise agreements usually have a term of ten to 15 years from the date of grant, although some renewals
may be for shorter terms. Franchises usually are terminable only if the cable operator fails to comply with material
provisions. TWC has not had a franchise terminated due to breach. After a franchise agreement expires, a local
franchising authority may seek to impose new and more onerous requirements, including requirements to upgrade
facilities, to increase channel capacity and to provide various new services. Federal law, however, provides
significant substantive and procedural protections for cable operators seeking renewal of their franchises. In
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addition, although TWC occasionally reaches the expiration date of a franchise agreement without having a written
renewal or extension, TWC generally has the right to continue to operate, either by agreement with the local
franchising authority or by law, while continiing to negotiate a renewal. In the past, substantially all of the material .
franchises relating to TWC’s systems have been renewed by the relevant local franchising authority, though
sometimes only after significant time and effort. In December 2006, the FCC adopted new regulations intended to
limit the ability of local franchising authorities to delay or refuse the grant of competitive franchises (by, for
example, imposing deadlines on franchise negotiations). Among other things, the new rules: establish deadlines for ,
franchising authorities to act on applications; prohibit franchising authorities from placing unreasonable build-out
demands on applicants; specify that certain fees, costs, and other compensation to franchising authorities will count
towards the statutory five-percent cap on franchising fees; prohibit franchising authorities from requiring applicants
to undertake certain obligations concerning the provision of public, educational, and governmental access
programming and institutional networks; and preempt local level-playing-field regulations, and similar
provisions, to the extent they impose restrictions on applicants that are greater than those in the FCC’s new -
rules. Various localities as well as the NCTA have appealed the new regulations. The FCC has applied most of these
rules to incumbent cable operators which, although immediately effective, in some cases may not alter existing
franchises prior to renewal. Despite TWC'’s efforts and the protections of federal law, it is possible that some of
TWC’s franchises may not be renewed, and TWC may be required to make significant additional investments in its
cable systems in response to requirements imposed in the course of the franchise renewal process. See
*“—Competition—Other Competition and Competitive Factors—Franchise process.”

Local telephone companies may provide service as traditional cable operators with local franchises or they
may opt to provide their programming over unfranchised “open video systems.” Open video systems are subject to
specified requirements, including, but not limited to, a requirement that they set aside a portion of their channel
capacity for use by unaffiliated program distributors on a non-discriminatory basis. Certain local telephone
companies take the position that they are neither traditional cable operators required to have a local franchise nor
providing their programming over “open video systems,” which gives them a competitive advantage over cable
operators.

Regulation of Telephony

Traditional providers of circuit-switched telephone services generally are subject to significant regulation. It is
unclear whether and to what extent regulators will subject services like TWC’s Digital Phone service (“Non-
traditional Voice Services”) to the regulations that apply to these traditional services provided by incumbent
telephone companies. In February 2004, the FCC opened a broad-based rulemaking proceeding to consider these
‘and other issues. That rulemaking remains pénding. The FCC has, however, issued a series of orders resolving
discrete issues on a piecemeal basis. For example, over the past sevéral years, the FCC has required Non-traditional
Voice Service providers to supply E911 capabilities as a standard feature to their subscribers, to assist law
enforcement investigations with wiretaps and information, to contribute to the federal universal service fund, to pay
regulatory fees, to comply with customer privacy rules, to provide access to their services to persons with
disabilities, and to provide subscribers with local number portability when changing telephone providers. Certain
other issues remain unclear. In particular, in November 2004, the FCC issued an order stating that certain kinds of
Non-traditional Voice Services are not subject to state certification and tariffing requirements. The full extent of this
preemiption is not clear. One state public utility commission, for example, has determined that TWC’s Digital Phone
service is subject to traditional, circuit-switched telephone regulations. It is also unclear whether utility pole owners
may charge cable operators offering Non-traditional Voice Services higher rates for pole rental than for traditional
cable service and cable modem service.

Regulation of Commercial Networking and Transport Services

Entities providing point-to-point and other transport services generally have been subjected to various kinds of
regulation. In particular, in connection with intrastate transport services, state regulatory authorities commonly
require such providers to obtain and maintain certificates of public convenience and necessity and to file tariffs
setting forth the service’s rates, terms, and conditions and to have just, reasonable, and non-discriminatory rates,
terms and conditions. Interstate transport services are governed by similar federal regulations. In addition, providers
generally may not transfer assets or ownership without receiving approval from or providing notice to state and
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federal authorities. Finally, providers of point-to-point and similar transport services are generally required to
contribute to various state and federal regulatory funds, including the Federal Universal Service Fund.

ra

The 2006 Transactions with Adelphia and Comcast

The following provides a more detailed description of the Transactions and contains summaties of the terms of
the material agreements that were entered into in connection with the Transactions. This description does not
purpott to be complete and is subject to, and is qualified in its entirety by reference to, the applicable agreernents.

Agreements with Adelphia

As described in more detail below, under separate agreements (as amended, the “TW NY Purchase
Agreement” and “Comcast Purchase Agreement,” respectively, and, collectively, the “Purchase Agreements”),
TW NY and Comcast purchased substantially all of the cable assets of Adelphia. The Purchase Agreements were
entered into after Adelphia filed voluntary petitions for relief under Chapter 11 of Title 11 of the United States
Bankruptcy Code (the “Bankruptcy Code”). This section provides additional details regarding the Purchase
Agreements, the Adelphia Acquisition and Comcast’s acquisition of certain of Adelphia’s assets (the “Comcast
Adelphia acquisition™), along with certain other agreements TWC and certain of its subsidiaries entered into with
Comcast.

The TW NY Purchase Agreement. On April 20, 2005, TW NY, one of TWC’s subsidiaries, entered into the
TW NY Purchase Agreement with Adelphia. The TW NY Purchase Agreement provided that TW NY would
purchase certain assets and assume certain liabilities from Adelphia. On June 21, 2006, Adelphia and TW NY
entered into Amendment No. 2 to the TW NY Purchase Agreement (the “TW NY Amendment”). Under the terms of
the TW NY Amendment, the assets TW NY acquired from Adelphia and the consideration to be paid to Adelphia
remained unchanged. However, the TW NY Amendment provided that the Adelphia acquisition would be effected
in accordance with the provisions of sections 105, 363 and 365 of the Bankruptcy Code. The Adelphia Acquisition
closed on July 31, 2006 (the “Adelphia Closing”), immediately after the Redemptions. The Adelphia Acquisition
included cable systems located in the following areas: West Palm Beach, Florida; Cleveland and Akron, Ohio; Los
Angeles, California; and suburbs of the District of Columbia (some of these systems were transferred by TWC to
Comcast as part of the Exchange). As consideration for the assets purchased from Adelphia, TW NY assumed
certain liabilities as specified in the TW NY Purchase Agreement, paid to Adelphia approximately $8.9 billion in
cash, after giving effect to certain purchase price adjustments discussed below, and delivered 149,765,147 shares of
TWC Class A common stock to Adelphia. This represented approximately 17.3% of TWC Class A common stock
outstanding (including shares issued into escrow), and-approximately 16% of TWC's total outstanding common
stock as of the closing of the Adelphia Acquisition.

Approximately 6 million shares of TWC Class A common stock and approximately $360 million in cash were
deposited into escrow to secure Adelphia’s obligations in respect of any post-closing adjustments to the purchase
price and its indemnification obligations for, among other things, breaches of its representations, warranties and
covenants contained in the TW NY Purchase Agreement. All of the shares and substantially all of the cash have
been released from escrow except for an amount of cash retained to satisfy claims against the escrow asserted on or
prior to July 31, 2007.

The TW NY Purchase Agreement required TWC, at the Adelphia Closing, to amend and restate its By-laws to
restrict TWC and its subsidiaries from entering into transactions with or for the benefit of Time Wamer and its
affiliates other than TWC and its subsidiaries (the “Time Warner Group™), subject to specified exceptions.
Additionally, prior to August 1; 2011 (five years following the Adelphia Closing), TWC'’s restated certificate of
incorporation and By-laws do.not allow for an amendment to the provisions of its By-laws restricting these
transactions without the consent of a majority of the holders of TWC Class A common stock, other than any
member of the Time Warner Group. Additionally, under the TW NY Purchase Agreement, TWC agreed that it will
not enter into any short-form merger prior to August 1, 2008 (two years after the Adelphia Closing).

Parent Agreement. Pursuant to: the Parent Agreement among Adelphia, TW NY and TWC, dated as of
April 20, 2005, TWC, among other things, guarantecd the obligations of TW NY to Adelphia under the TW: NY
Purchase Agreement.
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The Comcast Purchase Agreement. The Comcast Purchase Agreement had similar terms to the TW N
Purchase Agreement and the transactions contemplated by the Comcast Purchase Agreement also closed on July 3.
2006. The Comcast Adelphia acquisition was effected in accordance with the provisions of sections 105, 363 an
365 of the Bankruptcy Code and a plan of reorganization for the joint ventures referred to in the following sentence
The Comcast Adelphia acquisition included cable systems and Adelphia’s interest in two joint ventures in whic
Comcast also held interests: Century-TCI California Communications, L.P. (the “Century-TCI joint venture”
which owned cable systems in the Los Angeles, California area, and Parnassos Communications, L.P. (th
“Parnassos joint venture”), which owned cable systems in Ohio and Western New York. The purchase price unde
the Comcast Purchase Agreement was approximately $3.6 billion in cash.

Agreements with Comcast

As described in more detail below, on the same day as the parties consummated the transactions governed b
the Purchase Agreements, TWC and some of its affiliates (collectively, the “TWC Group”) and Comcas
consummated the TWC Redemption, the TWE Redemption and the Exchange (collectively, the “TWC
Comcast Transactions”). Under the terms of the agreement which governed the TWC Redemption (the “TW(
Redemption Agreement”), TWC redeemed Comcast’s investment in TWC in exchange for one of TWC'
subsidiaries that held both cable systems and cash. In accordance with the terms of the agreement whic
governed the TWE Redemption (the “TWE Redemption Agreement”), TWE redeemed Comcast’s interest i
TWE in exchange for one of TWE’s subsidiaries that held both cable systems and cash. In accordance with the term
of the agreement which governed the Exchange (as amended, the “Exchange Agreement”), TW NY and Comcas
transferred to one another subsidiaries that held certain cable systems, including cable systems acquired by eac!
from Adelphia. The TWC Redemption Agreement, the TWE Redemption Agreément and the Exchang
Agreement, are collectively referred to as the “TWC/Comcast Agreements.” :

The TWC Redemption Agreement.  Pursuant to the TWC Redemption Agreement, dated as of April 20, 2005
as amended, among TWC and certain other members of the TWC Group and Comcast, the TWC Redemption wa
effected and Comcast’s interest in TWC was redeemed on July 31;.2006, immediately prior to the Adelphi
Acquisition. The TWC Redemption Agreement required that TWC tedeem all of the TWC Class A common stocl
held by TWE Holdings II Trust (“Comcast Trust II""), a trust that was established for the benefit of Comcast, it
exchange for 100% of the common stock of Cable Holdco II Inc. (“Cable Holdco II”), then a subsidiary of TWC, A
the time of the TWC Redemption, Cable Holdco II held both certain ¢able systems previously owned directly o
indirectly by TWC (“TWC Redemption Systems”) serving .approximately 589,000 basic subscribers anc
approximately $1.9 bilion in cash, subject gemerally to the lLiabilities. associated with the TWC
Redemption Systems. Certain specified assets and liabilities of the TWC Redemption Systems were retainec
by TWC. R

The TWC Redemption Agreement contains customary indemnification obligations on the part of the partie:
thereto -with respect to breaches of representations, warranties and covenants and certain other matters, generally
subject to a $20 million threshold and $200 million cap, with respect to certain of TWC’s representations anc
warranties regarding the TWC Redemption Systems and related matters, and with respect to certain representations
and warranties of the Comcast parties relating to litigation, financial statements, finder’s fees and certain regulatory
matters. o

- TWC/Comcast Tax Matters Agreemenz. In connection with the closing of the TWC Redemption, TWC
Cable Holdco II and Comcast entered into the Holdco Tax Matters Agreement (the “TWC/Comcast Tax Matters
Agreement”). The TWC/Comcast Tax Matters Agreement allocates responsibility for income taxes of -Cable
Holdco IT and deals with matters relating to the income tax consequences of the TWC Redemption. This agreement
contains representations, warranties and covenants relevant to such income tax treatment. The TWC/Comcast Tax
Matters' Agreement also contains indemnification obligations relating to the foregoing, -

The TWE Redemption Agreement. Pursuant to the TWE Redemption _Agrcement,' dated as of April 20, 2005.
as amended, among TWC and Comcast, Comcast’s interest in TWE was reédeemed on July 31, 2006, immediately
prior to the Adelphia acquisition. Prior to the TWE Redemption, TWE Holdings I Trust (“Comcast Trust I”), a trus!
established for the benefit of Comcast, owned a 4.7% residual equity interest in TWE. Pursuant to the TWE
Redemption Agreement, TWE redeemed all of the TWE residual equity interest held by Comcast Trust 1 in
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exchange for 100% of the limited liability company interests of Cable Holdco I LLC (*Cable Holdco IIT”), then a
subsidiary of TWE. At the time of the TWE Redemption, Cable Holdco III held both certain cable systems
previously owned or operated directly or indirectly by TWE (the “TWE Redemption Systerns”) serving
approximately 162,000 basic cable subscribers and approximately $147 million in cash, subject generally to
the liabilities associated with the TWE Redemption Systems. Certain specified assets and liabilities of the TWE
Redemption Systems were retained by TWE.

The TWE Redemption Agreement contained customary indemnification obligations on the part of the parties
thereto with respect to breaches of representations and warranties and covenants and ¢ertain other matters, generally
subject to a $6 million threshold and $60 million cap, with respect to certain representations and warranties of TWE
regarding the TWE Redemption Systems and related matters, and with respect to certain représen;ations and
warranties of the Comcast parties relating to litigation, finaricial statements, finder’s fees and certain regulatory
matters. " : '

The Exchange Agreement. Pursuant to the Exchange Agreement, dated as of April 20, 2003, as amended, -
among TWC, TW NY and Comcast, the Exchange closed on July 31, 2006, immediately after the Adelphia
Acquisition. Pursnant to the Exchange Agreement, TW NY transferred all outstanding limited liability company
interests of certain newly formed limited liability companies (collectively, the “TW Newcos”) to Comcast in
exchange for all limited Liability company interests of certain newly formed limited liability companies or limited
partnerships, respectively, owned by Comcast (collectively, the “Comcast Newcos™). In addition, the Company paid
Comcast approximately $67 million in cash for certain adjustments related to the Exchange. Included in the systems
the Company acquired in the Exchange were cable systems (i) that were owned by the Century-TCI joint venture in
the Los Angeles, California area and the Parnassos joint venture in Ohio and Western New York and (ii) then owned
by Comcast located in the Dallas, Texas, Los Angeles, California, and Cleveland, Ohio areas.

The Exchange Agreement contains customary indemnification obligations on the part of the parties thereto '
with respect to breaches of representations, warranties, covenants and certain other matters. Each party’s
indemnification obligations with respect to breaches of representations and warranties (other than certain
specified representations and warranties) are subject to (1) with respect to cable systems originally owned by
TWC that were acquired by Comcast, a $5.7 million threshold and $19.1 million cap, (2) with respect to cable
systems originally owned by Adelphia that were initially acquired by TWC pursuant to the TW NY Purchase
Agreement and then transferred to Comcast pursuant to the Exchange Agreement, a $74.6 million threshold and
$746 million cap, (3) with respect to cable systems originally owned by Comcast that were acquired by TWC, a
$41.5 million threshold and $415 million cap, and (4) with respect to cable systems originally owned by Adelphia
that were initially acquired by Comcast pursuant to the Comcast Purchase Agreement and then transferred to TWC
pursuant to the Exchange Agreement, a $34.9 million threshold and $349 million cap. In addition, no party is
required to indemnify the other for breaches of representations, warranties or covenants relating to assets or
liabilities initially acquired from Adelphia and then transferred to the other party, unless, the breach is of a
representation, warranty or covenant actually made by the party under the Exchange Agreement inrelation to those
Adelphia assets or liabilities. - '

Operating Partnerships and Joint Ventures

Time Warner Entertainment Company, L.F. L

TWE is a Delaware limited partnership that was formed in 1992. At the time of the restructuring of TWE (the
“TWE Restructuring), which was completed on March 31, 2003, subsidiaries of Time Warner owned general and
limited partnership interests in TWE consisting of 72.36% of the pro-rata priority capital and residual equity capital
and 100% of the junior priority capital, and Comcast Trust I owned limited partnership interesis in TWE consisting
of 27.64% of-the pro-rata priority capital and residual equity capital. Prior to the TWE Restructuring, TWE’s
business consisted of interests in cable systems, cable networks and filmed entertainment. '

.- Through a series of steps executed in connection with the TWE Restructuring, TWE transferred its non-cable
businesses, including its filmed entertainment and cable network businesses, along with associated liabilities, to
Warner Communications Inc. (“WCF?), a wholly owned subsidiary of Time Warner, and the ownership structure of
TWE was reorganized so that (i) TWC owned 94.3% of the residual equity interests in TWE, (i1) Comcast Trust I
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owned 4.7% of the residual equity interests in TWE and (iii) ATC, a wholly owned subsidiary of Time Warner,
owned 1.0% of the residual equity interests in TWE and $2.4 billion in mandatorily redeemable preferred equity
issued by TWE. In addition, following the TWE Restructuring, Time Warner indirectly held shares of TWC Class A
common stock and Class B common stock representing, in the aggregate, 89.3% of the voting power and 82.1% of
TWC’s outstanding equity. :

On July 28, 2006, the partnership interests and preferred equity originally held by ATC, were contributed to TW
NY Holding, a wholly owned subsidiary of TWC, in exchange for a 12.43% non-voting common stock econormic
interest in TW NY Holding and upon the closing of the TWE Redemption, Comcast Trust I's ownership interest in
TWE was redeemed. As a result, Time Warner hias no direct interest in TWE and Comcast no longer has any interest in
TWE. As of December 31, 2007, TWE had $3.2 billion in principal amount of outstanding debt securities with
maturities ranging from 2008 to 2033 and fixed interest rates ranging from 7.25% to 10.15%. See “Management’s
Discussion and Analysis of Results of Operations and Financial Condition—Financial Condition and Liquidity—
Outstanding Debt and Mandatorily Redeemable Preferred Equity and Available Financial Capacity.”

The TWE partnership agreement requires that transactions between TWC and its subsidiaries, on the one hand,
and TWE and its subsidiaries, on the other hand, be conducted on an arm’s-length basis, with management,
corporate or similar services being provided by TWC on a “no mark-up” basis with fair allocations of administrative
costs and general overhead.

TWE-A/N Partnership Agreement

The following description summarizes certain provisions of the partnership agreement relating to TWE-A/N.
Such description does not purport to be complete and is subject to, and is qualified in its entirety by reference to, the
provisions of the TWE-A/N partnership agreement.

Partners of TWE-A/N. The general partnership interests in TWE-A/N are held by TW NY and an indirect
subsidiary of TWE (such TWE subsidiary and TW NY are together, the “TW Partners”) and A/N, a partnership
owned by wholly owned subsidiaries of Advance Publications Inc. and Newhouse Broadcasting Corporation. The
TW Partners also hold preferred parmership interests.

2002 Restructuring of TWE-A/N. The TWE-A/N cable television joint venture was formed by TWE and A/N
in December 1995. A restructuring of the partnership was completed during 2002. As a result of this restructuring,
cable systems and their related assets and liabilities serving approximately 2.1 million subscribers as of
December 31, 2002 (which amount is not included in TWE-A/N’s 4.8 million consolidated subscribers, as of
December 31, 2007) located primarily in Florida (the “A/N Systems”), were transferred to a subsidiary of TWE-
A/N (the “A/N Subsidiary™). As part of the restructuring, effective August 1, 2002, A/N’s interest in TWE-A/N was
converted into an interest that tracks the economic performance of the A/N Systems, while the TW Partners retain
the economic interests and associated liabilities in the remaining TWE-A/N cabl¢ systems. Also, in connection with
the restructuring, TWC effectively acquired A/N’s interest in Road Runner. TWE-A/N's financial results, other than
the results of the A/N Systems, are consolidated with TWC’s. Road Runner continues to provide high-speed data
services to the A/N Subsidiary for a fee under a contract that is terminable by A/N upon six months nomce

Management and Operations of TWE-A/N.  Subject to certain limited exceptions, a subsidiary of TWE is the
managing partver, with exclusive management rights of TWE-A/N, other than with respect to the A/N Systems.
Also, subject to certain limited exceptions, A/N has authority for the supervision of the day-to-day operations of the
A/N Subsidiary and the A/N Systems. In connection with the 2002 restructuring, TWE entered into a services
agreement with A/N and the A/N Subsidiary under which TWE agreed to exercise various management functions,
including oversight of programming and various engineering-related matters. TWE and A/N also agreed to
periodically discuss cooperation with respect to new product development.

Restrictions on Transfer~-TW Partners. Each TW Partner is generally permitted to directly or mdlrec.tly
dispose of its entire partnership interest at any time to a wholly owned affiliate of TWE (in the case of transfers by
TWE-A/N Holdco, L.P. (“TWE-A/N Holdco”)) or to TWE, Time Warmer or a wholly owned affiliate of TWE or
Time Warner (in the case of transfers by TWC). In addition, the TW Partners are also permitted to transfer their
partnership interests through a pledge to secure a loan, or a liquidation of TWE in which Tine Warner, or its
affiliates, receives a majority of the interests of TWE-A/N held by the TW Partners. TWE-A/N Holdco is allowed to
issue additional partnership interests in TWE-A/N Holdco so long as Time Warner continues to own, directly or

22




indirectly, either 35% or 43.75% of the residual equity capital of TWE—A/N Holdco, depending on when the
issuance occurs. .. . _ ‘

Restrictions on Transfer—A/N Partner. AN is generally permitted to directly or indirectly transfer its entire
partnership interest at any time to certain members of the Newhouse family or specified affiliates of A/N. A/N is
also permitted to dispose of its partnership interest through a pledge to secure a loan and in connection with
specified restructurings of A/N.

Restructuring Rights of the Partners. TWE-A/N Holdco and A/N each has the right to cause TWE-A/Nto be
restructured at any time. Upon a restructuring, TWE-A/N is required to distribute the A/N Subsidiary with all of the
A/N Systems to A/N in complete redemption of A/N’s interests in TWE-A/N, and A/N is required to assume all
liabilities of the A/N Subsidiary and the A/N Systems. To. date, neither TWE-A/N Holdco nor A/N has delivered
notice of the intent to cause a restructuring of TWE-A/N. . :

TWE’s Regular Right of First Offer.  Subject to exceptions, A/N and its affiliates are obligated to grant TWE-
A/N Holdco a right of first offer prior to any sale of assets of the A/N Systems to a third party.

TWE’s Special Right of First Offer. Within a specified time period following the first, seventh, thirteenth and
nineteenth anniversaries of the deaths of two specified members of the Newhouse family (those deaths have not yet
occurred), A/N has the right to deliver notice to TWE-A/N Holdco stating that it wishes to transfer some or all of the
assets of the A/N Systems, thereby granting TWE-A/N Holdco the right of first offer to purchase the specified
assets. Following delivery of this notice, an appraiser will determine the value of the assets proposed to be
transferred. Once the value of the assets has been determined, A/N has the right to terminate its offer to sell the
specified assets. If A/N does not terminate its offer, TWE-A/N Holdco will have the right to purchase the specified
assets at a price equal to the value of the specified assets determined by the appraiser. If TWE-A/N Holdco does not
exercise its right to purchase the specified assets, A/N has the right to sell the specified assets to an unrelated third
party within 180 days on substantially the same terms as were available to TWE. .

Wireless Spectrum Joint Venture

TWC is a participant in a joint venture with several other cable companies that holds 137 advanced wireless
spectrum (“AWS”) licenses. These licenses cover 20 MHz of AWS in about 90% of the continental United States
and Hawaii. The FCC awarded these licenses to the venture on November 20, 2006. There can be no assurance that
the venture will successfully develop mobile and related services. Under certain circumstances, the mémbers of the
venture have the ability to exit the venture and receive from the venture, subject to certain limitations and
adjustments, AWS licenses covering the areas in which they provide cable services.

" TWC’s Governing Documents
Management and Operations

The following description summarizes certain provisions of TWC’s constituent documents and certain
agreements that affect and govern TWC’s ongoing operations. Such description does not purport to be
complete and is qualified in its entirety by reference to the provisions of such agreements and constituent
documents.

TWC Stockholders. A subsidiary of Time Warner owns 746,000,000 shares of the TWC Class A common
stock, which has one vote per share, and 75,000,000 shares of TWC’s Class B common stock, which has ten votes
per share, which together represent 90.6% of the voting power of TWC’s common stock and approximately 84% of
the common stock. TWC’s Certificate of Incorporation does not include a mechanism to convert Class B common
stock into Class A common stock. The TWC Class A common stock and Class B common stock vote together as a
single class on all matters, except with respect to the election of directors and certain matters described below.

. Board of Directors. The TWC Class A common stock votes as a separate class with respect to the election of
the Class A directors (the “Class A Directors™), and the Class B common stock votes as a separate class with respect
to the election of the Class B directors (the “Class B Directors™). Pursuant to TWC’s Certificate of Incorporation,
which was adopted upon the closing of the Adelphia Acquisition, the Class A Directors must represent-not less than
one-sixth and not more than one-fifth of TWC’s directors, and the Class. B Directors must represent not less than
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four-fifths of the directors. As a result of its holdings, Time Warner has the ability to cause the election of all Class A
Directors and Class B Directors, subject to certain restrictions on the identity of these directors discussed below.

Under the terms of TWC’s Certificate of Incorporation, until August 1, 2009, at least 50% of TWC’s board of
directors must be independent directors as defined under the NYSE listed company rules.

Pursuant to a shareholder agreement between TWC and Time Warner (the “Shareholder Agreement”), so long
as Time Warner has the power to elect a majority of TWC’s board of directors, TWC must obtain Time Warner’s
consent before (1) entering into any agreement that binds or purports to bind Time Warner or its affiliates or that
would subject TWC or its subsidiaries to significant penalties or restrictions as a result of any action or omission of
Time Warner or its affiliates; or (2) adopting a stockholder rights plan, becoming subject to section 203 of the
Delaware General Corporation Law, adopting a “fair price” provision in its Certificate of Incorporation or taking
any similar action. g

Furthermore, so long as Time Warner has the power to elect a majority of TWC’s board of directors, pursuant
to the Shareholder Agreement, Time Warner may purchase debt securities issued by TWE only after giving notice to
TWC of the approximate amount of debt securities it intends to purchase and the general time period for the
purchase, which period may not be greater than 90 days, subject to TWC’s right to give notice to Time Warner that it
intends to purchase such amount of TWE debt securities itself.

Protections of Minority Class A Common Stockholders. The approval of the holders of a majority of the
voting power of the outstanding shares of TWC Class A common stock held by persons other than Time Warner and
its subsidiaries is necessary for any merger, consolidation or business combination in which the holders of TWC
Class A common stock do not receive per share consideration identical to that received by the holders of TWC
Class B common stock (other than with respect to voting power) or that would otherwise adversely affect the
specific rights and privileges of the holders of the TWC Class A common stock relative to the specific rights and
privileges of the holders of the TWC Class B common stock. In addition, the approval of (i) the holders of a majority
of the voting power of the outstanding shares of TWC Class A common stock held by persons other than Time
Warner and (ii) the majority of the independent directors on TWC’s board of directors is required to: '

+ change or adopt a provision inconsistent with TWC’s Certificate of Incorporation if such change would
have a material adverse effect on the rights of the holders of TWC Class A common stock in a manner
different from the effect on the rights of the holders of TWC Class B common stock;

» through July 31, 2011, (a) change any of the provisions of TWC’s By-laws concerning restrictions on
transactions between TWC and Time Warner and its affiliates or (b) adopt any provision of TWC’s
Certificate of Incorporation or By-laws inconsistent with such restrictions; and

« change or adopt a provision inconsistent with the provisions of TWC’s Certificate of Incorporation that set
forth: '

» the approvals required in connection with any me}ger, consolidation or business combination of TWC;
» the number of independent directors required on the TWC board of directors;

» the approvals required to change TWC’s By-laws; and

» the approvals required to change TWC’s Certificate. of Incorporation.

Matters Affecting the Relationship between Time Warner and TWC

Indebtedness Approval Right. Under the Shareholder Agreement, until such time as. the indebtedness of
TWC is no longer attributable to Time Warper, in Time Warner’s reasonable judgment, TWC, its subsidiaries and
entities that it manages may not, without the consent of Time Warner, create, incur or guarantee any indebtedness
(except for the issuance of commercial paper or borrowings under TWC’s current revolving credit facility up to the
limit of that credit facility, to which Time Warner has consented), including preferred equity, or rental obligations if
its ratio of indebtedness plus six times its annual rental expense to EBITDA (as EBITDA is defined in the
Shareholder Agreement) plus rental expense, or “EBITDAR;” then exceeds or would exceed 3:1.
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Time Warner Standstill. Under the Shareholder Agreement, so long as Time Warner has the power to elect a
majority of TWC’s board of directors, Time Warner has agreed that prior to August 1, 2009 (three years following
the closing of the Adelphia Acquisition), Time Warner will not make or announce a tender offer or exchange offer
for TWC Class A common stock without the approval of a majority of the independent directors of TWC; and prior
to August 1, 2016 (10 years following the closing of the Adelphia Acquisition), Time Warner will not enter into any
business combination with TWC, including a short-form merger, without the approval of a majority of the
independent directors of TWC.

Transactions between Time Warnerand TWC. TWC’s By-laws provide that Time Warner may only enter into
transactions with TWC and its subsidiaries, including TWE, that are on terms that, at the time of entering into such
transaction, are substantially as favorable to TWC or its subsidiaries as they would be- able to receive in a
comparable arm’s-length transaction with a third party. Any such transaction involving reasonably anticipated
payments or other consideration of $50 million or greater also requires the prior approval of a majority of the
independent directors of TWC. TWC’s By-laws also prohibit TWC from entering into any transaction having the
intended effect of benefiting Time Warner and any of its affiliates (other than TWC and its subsidiaries) at the
expense of TWC or any of its subsidiaries in a manner that would deprive TWC or any of its subsidiaries of the
benefit it would have otherwise obtained if the transaction were to have been effected on arm’s-length terms. Each
of these By-law provisions terminates in the event that Time Warner and TWC cease to be affiliates.

Time Warner Registration Rights Agreement between TWC and Time Warner. At the closing of the TWE
Restructuring, Time Wamer and TWC entered into a registration rights agreement (the “Registration Rights
Agreement™) relating to Time Warner’s shares of TWC common stock. Subject to several exceptions, including
TWC’s right to defer a demand registration under some circumstances, Time Warner may, under that agreement,
require that TWC take commercially reasonable steps to register for public resale under the Securities Act all shares
of common stock that Time Warner requests to be registered. Time Warner may demand an unlimited number of
registrations, In addition, Time Warner has been granted “piggyback” registration rights subject to customary
restrictions and TWC is permitted to piggyback on Time Warner’s registrations. TWC has also agreed that, in
connection with a registration and sale by Time Warner under the Registration Rights Agreement, it will indemnify
Time Warner and bear all fees, costs and expenses, except underwriting discounts and selling commissions.

Item 1A. Risk Factors.
Risks Related to Competition
TWC faces a wide range of competition, which could negatively affect its business and financial results.

TWC’s industry is and will continue to be highly competitive. Some of TWC’s principal competitors, DBS
operators and incumbent local telephone companies, in particular, offer services that provide features and functions
comparable to the video, high-speed data and/or voice services that TWC offers, and they are offering them in
bundles similar to TWC’s. The telephone and DBS companies aggressively market their individual products as well
as their bundles or synthetic bundles (i.e., video services provided principally by the DBS operator, and DSL
service, traditional phone service and, in some cases, wireless service provided by the telephone company). These
competitors try to. distinguish their services from TWC’s by offering aggressive promotiopal pricing, exclusive
programming, a bundle including their own or an affiliate’s wireless voice service and/or assertions of superior
service or offerings.

In addition to these competitors, TWC faces competition on individual services from a range of competitors,
including, in video, SMATV and video delivered to consumers over the Internet; in high speed data, Wi-Fi, Wi-Max
and 3G wireless broadband services provided by mobile carriers such as Verizon Wireless; broadband over power
line providers and municipal Wi-Fi services and in voice, cellular telephone service providers and Internet phone
providers, such as Vonage, and others.

Furthermore, TWC operates its cable systems under non-exclusive franchises granted by state or local
authorities. In some of TWC’s operating areas, other operators have overbuilt TWC’s systems and offer videaq, data -
and/or voice services in competition with TWC.
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Any inability to compete effectively or an increase in competition with respect to video, voice or high-speed
data services could have an adverse effect on TWC's financial results and return on capital expenditures due to
possible increases in the cost of gaining and retaining subscribers and lower per subscriber revenue, could slow or
cause a decline in TWC’s growth rates, reduce TWC’s revenues, reduce the number of TWC's subscribers or reduce
TWC’s ability to increase penetration rates for services. As TWC expands and introduces new and enhanced
products and services, TWC may be subject to competition from other providers of those products and services,
such as telecommunications providers, ISP and consumer electronics companies, among others. TWC cannot_
predict the extent to which this competition will affect its future financial results or return on capital expenditures.

Future advances in technology, as well as changes in the marketplace and in the regulatory and legislative
environments, may result in changes to the competitive landscape. For additional information regarding the
regulatory and legal environment, see “—Risks Related to Government Regulation” and “Business—Competition”
and “—Regulatory Matters.” ;

TWC operates its cable systems under franchises that are non-exclusive. State and local franchising authorities
can grant additional franchises and foster additional competition.

TWC’s cablé systems are constructed and operated under non-exclusive franchises granted by state or local
governmental authorities. Federal law prohibits franchising authorities from unreasonably denying requests for
additional franchises. Consequently, competing operators may build systems in areas in which TWC holds
franchises. The existence of more than one cable system operating in the same territory is referred to as an
“gverbuild.” In the past, competing operators—most of them relatively small—have obtained such franchises and
offered competing services in some areas in which TWC holds franchises. More recently, incumbent local
telephone companies with significant resources, particularly Verizon and AT&T, have obtained or have sought to
obtain such franchises in connection with or in preparation for offering video, high-speed data and digital voice
services in some of TWC’s service areas. See “—TWC faces a wide range of competition, which could negatively
affect its business and financial results” above. Verizon and AT&T are continuing to upgrade their networks to
enable the delivery of video and high-speed data services, in addition to their existing telephone services.

Increased competition from any source, including overbuilders, could require TWC to charge lower prices for
existing or future services than TWC otherwise might or require TWC to invest in or otherwise obtain additional
services more quickly or at higher costs than TWC otherwise might. These actions, or the failure to take steps to
allow TWC to compete effectively, could adversely affect TWC's growth, financial condition and results of
operations.

TWC faces risks relating to !competitian' for the leisure and entertainment time of audiences, which has
intensified in part due to advances in technology.

In addition to the various competitive factors discussed above, TWC’s business is subject to risks relating to
increasing competition for the leisure and entertainment time.of consumers. TWC’s business competes with all
other sources of entertainment and information delivery, including broadcast television, movies, live events, radio
broadcasts, home video products, console games, print media and the Internet. Technological advancements, such
as VOD, new video formats, and Internet streaming and downloading, many of which have been beneficial to
TWC’s business, have nonetheless increased the number of entertainment and information delivery choices
available to consumers and intensified the challenges posed by audience fragmentation. The increasing number of
choices available to audiences could negatively impact not only consumer demand for TWC’s products and
services, but also advertisers’ willingness to purchase advertising from TWC. If TWC does not respond
appropriately to further increases in the leisure and entertainment choices available to consumers, TWC’s
competitive position could deteriorate, and TWC’s financial results could suffer.” ' '

TWC’s competitive position and business and financial results could suffer if it does not develop a compelling
wireless offering. '

TWC believes that broadband cable networks currently provide the most efficient means to deliver its services,
but consumers are increasingly interested in accessing information, entertainment and communication services
outside the home as well.
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“TWC is exploring various means by which it can offer its customers mobile services. In November 2006, a
joint venture formed by TWC and several cable operators was the winning bidder of 137 licenses in the FCC
Auction 66 for Advanced Wireless Spectrum. However, there can be no assurance that the venture will successfully
develop mobile voice and related wireless services or otherwise benefit from the acquired spectrum. if TWC incurs
s;gmﬁcant costs in developing or marketing mobile voice and related wireless services in connection with the

venture or otherwise, and the resulting products and services are not competitive with other parties’ products or
appealmg to TWC’s customers, TWC’s busmess and financial results could suffer. In addition, if TWC’s
competitors begin to expand their service bundles to include compelling mobile features before TWC has
developed and rolled out an equivalent or more compelling offering, TWC may not be in a position to prov1de _
a competitive product offering and its business and financial results could suffer

TWC may encounter unforeseen diﬂicultie_s as it increases the scale of its video, high-speed data and voice
offerings to commercial customers.

TWC has sold video and high-speed data services to businesses for some time and, in 2007, introduced an
IP-based telephony service, Business Class Phone, geared to small- and medium-sized businesses. In order to
provide its commercial customers with reliable services, TWC may need to increase expenditures, including
spendmg on téchnology, equipment and personnel. If the services are not sufficiently reliable or TWC otherwise
‘fails to meet commercial customers’ expectations, its commercial services business could be adversely affected. In
addition, TWC faces competition from the existing local telephone companies as well as from a variety of other
national and regional business services competitors. If TWC is unable to successfully attract and keep commercial
customers its growth, financial condition and results of operations may be adversely affected.

'Additional Risks of TWC’s Operations

. TWC’s business is characterized by rapid technological change, and if TWC does not respond appropnately to
technologzcal changes, its competmve position may be harmed,

1 TWC operates in a highly competitive, consumer-driven and rapidly changing environment and is, to a large
£ .extent, dependent on its ability to acquire, develop, adopt and exploit new and existing technologies to distinguish
its services from those of its competitors, If TWC chooses technologies or equipment that are less effective, cost-
efficient or attractive to its customers than those chosen by its competitors, or if TWC offers products or services
. that fail to appeal to consumers, are not available at competitive prices or that do not function as expected, TWC’s
f -competitive position could deteriorate, and TWC’s business and financial results could suffer. :

The ability of TWC'’s competitors to acquire or develop and introduce new technologies, products and services
. ‘more quickly than TWC may adversely affect TWC’s competitive position. Furthermore, advances in technology,
decreases in the cost of existing technologies or changes in competitors’ product and service offerings also may
require TWC in the future to make additional research and development expenditures or to offer at no additional
charge or at a lower price certain products and services TWC currently offers to customers separately or at a
_premiurn. In addition, the uncertainty of the costs for obtaining intellectual property rights from third parties could
impact TWC’s ability to respond to technological advances in a timely manner.

TWC may continue to face challenges in its .;ystems in Dallas,'Texa's and Lo.é"'Angelqs, Call_‘fbrnia.

_ TWC continues to face challenges in the Dailas, Texas and Los Angeles, California systems, most of which
i were acquired in the Transactions. During 2007, TWC undertook a significant integration effort that included
upgrading the capacity and technical performance of these systems to levels that allow the delivery of advanced
-services and features. However, the historical negative perception of cable service in Dallas and Los Angeles, due in
‘part. to the service provided by predecessor cable operators, could hinder efforts to attract new customers. In
addition, competition in Dallas and Los Angeles from Verizon and AT&T is intense. As a result, the Dallas and Los
‘Angeles systems could be unable to meaningfully improve their financial performance, which could adversely
affect TWC’s growth, financial condition and results of operations. :
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Significant unanticipated increases in the use of bandwidth-intensive Internet-based services could increase
TWC’s costs. - _

The rising popularity of bandwidth-intensive Internet-based services poses special risks for TWC’s high-speed
data business. Examples of such services include peer-to-peer file sharing services, gaming services and the
delivery of video via streaming technology and by download. If heavy usage of bandwidth-intensive services grows
beyond TWC'’s current expectations, TWC may need to invest more capital than currently anticipated to expand the
bandwidth capacity of its systems or TWC’s customers may have a suboptimal experience when using TWC’s high-
speed data service. In addition, in order to continue to provide quality service at attractive prices, TWC needs the

_continued flexibility to develop and refine business models that respond to changing consumer uses and demands, to

manage bandwidth usage efficiently and to make upgrades to TWC’s broadband facilities. TWC’s ability to do these
things could be restricted by legislative efforts to impose so-called “net neutrality” requirements on cable operators.
See “—Risks Related to Government Regulation—TWC’s business is subject to extensive governmental
regulation, which could adversely affect its business.” ' '

Availability of SDV technology may not enable TWC to effectively manage its existing bandwidth.

As of December 31, 2007, TWC had deployed switched digital video, or SDV, technology to over 1.4 million
digital video subscribers, and TWC intends to further deploy this technology during 2008. SDV allows TWCto save
bandwidth by transmitting particular programming services only to groups of homes or nodes where subscribers are
viewing the programming at a particular time rather than broadcasting it to all subscriber homes. Deploying SDV
requires installation of new hardware and software at each cable system where it is employed. In addition,
bandwidth savings are based on the actual viewing habits of subscribers. As a result, TWC may experience
operational difficulties in deploying SDV and may not realize all of the efficiencies it anticipates from the
deployment of this technology. In addition, the FCC may interpret existing re gulation or introduce new regulation to
restrict cable operators’ ability to use SDV technology. If TWC experiences operational difficulties in deploying
SDV, if TWC is unable to gain anticipated additional network capacity as a result of its SDV deployment plans or if
TWC is prohibited by regulation from using SDV technology, TWC may have difficulty carrying the volume of
HDTV channels and other bandwidth-intensive traffic carried by competitors and may be forced to make costly
upgrades to its systems in order to remain competitive.

A weakening economy, especially a continued downturn in the housing market, may negatively impact TWC’s
ability to attract new subscribers and generate increased subscription revenues. :

Providing basic video services is an established and highly penetrated business. As a result, TWC’s ability to
achieve incremental growth in basic video subscribers is dependent in part on growth in new housing in TWC’s
service areas, which is influenced by various factors outside of TWC’s control, including both national and local
economic conditions. If growth in new housing continues to fall or if there are population declines in TWC's
operating areas, opportunities to gain new basic subscribers will decrease. In addition, a weakening economy or
recession may result in less demand for TWC’s services, especially the more expensive advanced services, and may

increase the number of subscribers from whom TWC is unable to collect payment for its services. A decrease in

opportunities to gain new basic video subscribers or in demand for TWC’s advanced services or an increase in
TWC’s bad debt may have an adverse effect on TWC’s growth, business and financial results or financial condition.

TWC relies on network and information systems and other techriology, and a_disruption or failure of such
networks, systems or technology as a result of computer viruses, misappropriation of data or other malfeasance,
as well as outages, natural disasters, accidental releases of information or similar events, may disrupt TWC’s
business.

Because network and information systems and other technologies are critical to TWC’s operating activities,
network or information system shutdowns caused by events such as computer hacking, dissemination of computer
viruses, worms and other destfuctive or disruptive software, denial of service attacks and other malicious activity, as
well as power outages, natural disasters, terrorist attacks and similar events, pose increasing risks. Such an event
could have an adverse impact on TWC and its customers, including degradation of service, service disruption,
excessive call volume to call centers and damage to equipment and data. Such an event also could result in Jarge
expenditures necessary to repair or replace such networks or information systems or to protect them from similar
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events in the future. Significant incidents could result in a disruption of TWC'’s operauons customer dissatisfaction,
or a loss of customers or revenues.

Furthermore, TWC’s operating activities could be subject to risks cansed by misappropriation, misuse,
leakage, falsification and accidental release or loss of information maintained in TWC’s information technology
systems and networks, including customer, personnel and vendor data. TWC could be exposed to significant costs if
such risks were to materialize, and such events could damage the reputation and credibility of TWC and its business
and have a negative impact on its revenues. TWC also could be required to expend significant capltal and other
resources to remedy any such security breach, As a result of the increasing awareness concerning the 1mportance of
safegnarding personal information, the potential misuse of such information and legislation that has been adopted or
is being considered regarding the protection, privacy and security of personal information, mformanon-related tisks .
are increasing, particularly for businesses like TWC’s that handle a large amount of personal customer data.

TWC'’s business may be adversely affected if TWC cannot continue to license or enforce the mtellectual praperty
rights on which its business depends.

TWC relies on patent, copyright, trademark and trade secret laws and licenses and other agreemcnts with its
employees, customers, suppliers, and other parties, to establish and maintain its intellectual property rights in
technology and the products and services used in TWC’s operations. However, any of TWC'’s mtellectual property
rights could be challenged or invalidated, or such intellectual property rights may not be sufficient to pefmit TWC to
take advantage of current industry trends or otherwise to provide competitive advantages, which could result in
costly redesign efforts, discontinuance of certain product or service offerings or other competitive harm. Recently,
the number of patent infringement claims resulting in' lawsuits has increased. Claims of intellectual property
infringement could require TWC to enter into royalty or licensing agreements on unfavorable terms, incur
substantial monetary liability or be enjoined preliminarily or permanently from further use of the intellectual
property in question, which could require TWC to change its business practices and limit its ability to compete
effectively. Even if TWC believes that the claims are without merit, the claims can be time-consuming and costly to
defend and divert management’s attention and resources away from TWC’s businesses. Also, because of the rapid
pace of technological change, TWC relies on technologies developed or licensed by third parties, and TWC may not
be able to obtain or continue to obtain licenses from these third parties on reasonable terms, if at all.

The accounting treatment of goodwill and other identified intangibles could result in future asset impairments,
which would be recorded as operating losses. ’

 Finaricial Accounting Standards Board (“FASB”) Statement No. 142, Goodwill and Other Intangible Assets
(“FAS 142”) requires that goodwill, including the goodwill in¢luded in the carrying value of investments accounted
for using the equity method of accounting, and other intangible assets deemed to have indefinite useful lives, such as
franchise agreements, cease to be amortized. FAS 142 requires that goodwill and certain intangible assets be tested
at least annually for impairment. If TWC finds that the carrying value of goodwill or a certain intangible asset
exceeds its fair value, it will reduce the carrying value of the goodwill or intangible asset to the fair value, and TWC
will recognize an impairment loss. Any such impairment losses are requlred to be recorded as non-cash operating
losses.

TWC’s 2007 annual impairment analysis, which was performed during the fourth quarter, did not result in an
impairment charge. However, over the past year, the decline in TWC's  stock price, as well as others in the cable
industry, has resulted in a significantly lower market valuation as compared to the prior year, which in turn has
rtesulted in a significantly lower market value of its reporting units and the value of its cable franchises. The result of
the lower fair values is that the fair vatue of the Los Angeles reporting unit approximates its carrying value and the
fair values of the cable franchises in most of the Company’s regions approximate their carrying values. As a result,
any additional declines in value will likely result in goodwill and cable franchise impaixment charges. Other
intangible assets not subject to amortization are tested for impairment annually, or more frequently if events or
circumstances indicate that the asset might be impaired. See “Management’s Discussion and Analysis of Results of
‘Operations and Financial Condition—Critical Accounting Policies—Asset Impairments—Goodwill and
Indefinite-lived Intangible Assets” and “—Long-lived Assets.” It is possible that such charges, if taken, could
be recorded prior to the December 31, 2008 testing date (i.e., during an interim period) if the Company’s stock price,
its results of operations, or other factors require TWC to test for impairment.
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The impairment tests require TWC to make an estimate of the fair value of intangible assets, which is primarily
determined using discounted cash flow methodologies, research analyst estimates, market comparisons and a
review of recent transactions. Since a number of factors may influence determinations of fair value of intangible
assets, including those set forth in this discussion of “Risk Factors,” TWC is unable to predict whether impairments
of goodwill or other indefinite-lived intangibles will occur in the future.

The IRS and state and local tax authorities may challenge the tax characterizations of the Adelphia Acquisition,
the Redemptions and the Exchange, or TWC’s related valuations, and any successful challenge by the IRS or
state or local tax authorities could materially adversely affect TWC'’s tax profile, significantly increase TWC’s
future cash tax payments and significantly reduce TWC’s future earnings and cash flow.

The Adelphia Acquisition was designed to be a fully taxable asset sale, the TWC Redemption was designed to
qualify as a tax-free split-off under section 355 of the Internal Revenue Code of 1986, as amended (the “Tax Code”),
the TWE Redemption was designed as a redemption of Comcast’s partnership interest in TWE, and the Exchange
was designed as an exchange of designated cable systems. There can be no assurance, however, that the Internal
Revenue Service (the “IRS”) or state or local tax authorities (collectively with the IRS, the “Tax Authorities”) will
not challenge one or more of such characterizations or TWC’s related valuations. Such a successful challenge by the
Tax Authorities could materially adversely affect TWC’s tax profile (including TWC’s ability to recognize the
intended tax benefits from the Transactions), significantly increase TWC's future cash tax payments and
significantly reduce TWC’s future earnings and cash flow. The tax consequences of the Adelphia Acquisition,
the Redemptions and the Exchange are complex and, in many cases, subject to significant uncertainties, including,
but not limited to, uncertainties regarding the application of federal, state and local income tax laws to various
transactions and events contemplated therein and regarding matters relating to valuation.

Risks Related to Dependence on Third Parties

Increases in programming costs or the inability to obtain popular programming could adversely affect
TWC’s operations, business or financial results.

Video programming costs represent a major component of TWC’s expenses and are expected to continue to
increase, reflecting the increasing cost of obtaining desirable programming, particularly sports programming, as
well as subscriber growth and the expansion of service offerings. It is expected that TWC’s video service margins
will decline over the next few years as programming cost increases outpace growth in video revenues. Furthermore,
current and future programming providers that supply content that is desirable to TWC’s subscribers may be
unwilling to enter into distribution arrangements with TWC on acceptable terms. In addition, owners of non-
broadcast video programming content may enter into exclusive distribution arrangements with TWC’s competitors.
A failure to carry programming that is attractive to TWC’s subscribers could adversely impact subscription and
advertising revenues. : :

TWC may not be able to obtain necéssmy hardware, software and operational support.

TWC depends on third party suppliers and licensors to supply some of the hardware, software and operational
support necessary to provide some of TWC's services. Some of TWC’s hardware, software and operational support
vendors represent TWC’s sole source of supply or have, either through contract or as a result of intellectual property
rights, a position of some exclusivity. If demand exceeds these vendors’ capacity or if these vendors experience
operating or financial difficulties, TWC’s ability to provide some services might be materially adversely affected.
These events could materially and adversely affect TWC’s ability -to retain and attract subscribers, and have a
material negative impact on TWC’s operations, business, financial results and financial condition.

In addition, TWC has an agreement with Sprint under which it assists TWC in providing Digital Phone service
to customers by routing voice traffic to and from destinations outside of TWC’s network via the public switched
telephone network, delivering E911 service and assisting in local number portability and long-distance traffic
carriage. TWC’s reliance on a single provider for these services may render TWC vulnerable to service distuptions
and other operational difficulties, which could have an adverse effect on TWC’s business and financial results.
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TWC may encounter substantially increased pole attachment costs.

Under federal law, TWC has the right to attach cables carrying video services to telephone and similar poles of
investor-owned utilities at regulated rates. However, because these cables carry services other than video services, |
such as high-speed data services or new forms of voice services, some utility pole owners have sought to impose
additional fees for pole attachment. The U.S. Supreme Court has rejected the efforts of some utility pole owners to
make cable attachments carrying Internet traffic ineligible for regulatory protection. Pole owners have, however,
made arguments in other areas of pole regulation that, if successful, could significantly increase TWC’s costs and, in
November 2007, the FCC issued a Notice of Proposed Rulemaking that proposes to establish a single pole
attachment rate for all utility pole owners carrying broadband internet access services that would be higher than the
rate charged for traditional cable and cable modem service. In addition, TWC’s pole attachment rates may increase
insofar as TWC’s systems are providing voice services.

Some of the poles TWC uses are exempt from federal regulation because they are owned by utility
cooperatives and municipal entities, These entities may not renew TWC's existing agreements when they
expire, and they may require TWC to pay substantially increased fees. A number of these entities are currently
seeking to impose substantial rate increases. Any inability to secure continued pole attachment agreements with
these cooperatives or municipal utilities on commercially reasonable terms could cause TWC’s business, financial
results or financial condition to suffer.

The adoption of, or the failure to adopt, certam consumer electromcs devices or computers may negatively
impact TWC’s offerings of new and enhanced services.

Customers using “cable-ready” and “digital cable-ready” televisions and other devices offered by consumer
electronics companies or computing devices capable of tuning, storing and displaying cable video signals may use a
different user interface from the one TWC provides and/or may not be able to access services requiring two-way
transmission capabilities unless they also have a set-top box. These customers may have limited exposure and
access to TWC’s advanced video services, including TWC’s interactive program guide and VOD and subscription-
video-on-demand (“SVOD”). If such devices attain wide consumer acceptance, TWC'’s revenue from equipment
rental and two-way transmission-based services could decrease, and there could be a negative impact on TWC'’s
ability to sell advanced services to customers. TWC cannot predict the extent to which different mterfaces will
affect its future business and operations. See “Business—Regulatory Matters—Communications Act and FCC
Regulation.”

Risks Related to Government Regulation o
TWC’s business is subject to extensive governmental regulation, which could adversely affect its business.

TWC’s video and voice services are subject to extensive regulation at the federal, state, and local levels. In
addition, the federal government also has been exploring possible regulation of high-speed data services. Additional
regulation, including regulation relating to rates, equipment, technologies, programnung, levels and types of
services, taxes and other charges, could have an adverse impact on TWC’s services, If the United States Congress
(“Congress”) or regulators were to disallow the use of certain technologies TWC uses today or to mandate’ the
implementation of other technologies, TWC’s services and results of operations could suffer. TWC expects that
legislative enactments, court actions, and regulatory proceedings will continue to clarify and in some cases change
the rights of cable companies and other entities providing video, data and voice services under the Communications
Act and other laws, possibly in ways that TWC has not foreseen. The results of these legislative, judicial, and
administrative actions may materially affect TWC’s business operations in areas such as:

* Cable Franchising. At the federal level, various provisions have been introduced in connection with
broader Communications Act reform that would streamline the video franchising process to facilitate entry
by new competitors. To date, no such measures have been adopted by Congress. In December 2006, the
FCC adopted new regulations intended to limit the ability of local franchising authorities to delay or refuse
the grant of competitive franchises, which could facilitate entry by TWC’s competitors into areas where
TWC operates. At the state level, several states, including California, New Jersey, North Carolina, South
Carolina and Texas, have enacted statutes intended to streamline entry by additional video competitors,
some of which provide more favorable treatment to new entrants than to existing providers. Similar bills are
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pending or may be enacted in additional states. To the extent federal or state laws or regulations facilitate
additional competitive entry or create more favorable regulatory treatment for new entrants, TWC’s
operations could be materially and adversely affected. See “Business—Regulatory Matters-—State and
Local Regulation.” ‘

s A la carte Video Services. 'There has from time to time been federal legislative and regulatory interest in
requiring cable operators to offer historically bundled programming services on an 2 la carte basis, which
could alter the cost structure of TWC’s services. Currently, no such legislation is pending and there are no
pending proceedings related to & la carte video services at the FCC, although the FCC is examining the
question of whether programming ‘must be sold to MVPD:s at the wholesale level on an unbundled basis.

e Voice Communications. Traditional providers of voice services generally are subject to significant
regulations. It is unclear to what extent those regulations (or other regulations) apply to providers of
nontraditional voice services, including TWC’s. In orders over the past several years, the FCC subjected
nontraditional voice service providers to a number of obligations applicable to traditional voice service. To
the extent that the FCC (or Congress) imposes additional burdens, TWC’s operations could be adversely
affected. See “Business—Regulatory Matters—Regulation of Telephony.” :

Changes in carriage regulations could impose significant additional costs on TWC:

Although TWC would likely choose to carry the majority of primary feeds of full power stations voluntarily,
so-called “must carry” rules require TWC to carry video programming that it might not otherwise carry, including
some local broadcast television signals on some of its cable systems. If the FCC seeks to revise or expand the “must
cairy” rules, such as to require carriage of multicast streams, TWC would be forced to carry video programming that
it would not otherwise carry and to drop other, more popular programming, which could make TWC less
competitive. In addition, TWC is required to carry unaffiliated commercial leased access video programming
and, under some of its franchises, public, educational and government access Vvideo programming. These
regulations require TWC to use a substantial part of its capacity for this video programming and, for much of
this programming, TWC must carry this programming with little’or no payment or compensation from the
programmer. In November 2007, the FCC revised its leased access tules by further lowering the ‘permitted rates
charged to most leased access programmers. As a result of the lower rates, TWC may receive additional requests to
carry programming that is less attractive to its subscribers and, if this occurs, be forced to cease carrying

programming that is popular with its subscribers, which could make TWC less competitive.

TWC’s carriage burden might increase due to changes in regulation in connection with the transition to digital
broadcasting, which is scheduled for February 17, 2009. Beginning on February 18, 2009, cable operators that offer
at least some analog service (i.e., that are not operating “all-digital” systems) will be required to provide subscribers
both analog and digital feeds of must-carry broadcast stations. Currently, this obligation is scheduled to terminate in
February 2012, subject to FCC review. As of February 2008, many of the specifics of how the transition will be
accomplished are still uncertain and, in order for TWC to comply with requirements in connection with the digital
transition, it will need to work with broadcasters who may not be ready to meet the regulatory requirements. In
addition, while cable operators are required to provide subscribers both analog and digital feeds, there is nc
requirement that the bro%tdcasters provide the analog signal to the cable operator. As a result, TWC may be forced tc
convert digital signals to analog feeds, which may mcrease TWC’s costs. In addition, several of TWC’s smalle
systems may lack capacity to carry both analog and digital feeds of must-carry broadcast stations. If TWC is unable
to obtain a waiver of this requirement for these systems from the FCC, TWC may be forced to invest capital tc
upgrade these systems, sell them or shut them down, or be required to drop other, more popular programming, it
order to carry the dual feeds. ' : S

As a general matter, if TWC’s government-imposed carriage burdens become more onerous, TWC could be
compelled to carry more programiming over which it is not able to assert editorial control and to cease carrying
programming that is popular with subscribers. Consequently, TWC’s mix .of programming could become les;
attractive to subscribers. Moreover, if the FCC adopts rules that are not competitively neutral, cable operators coule
be placed at a disadvantage versus other multi-channel video providers. o
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“Net neutrality” legislation or regulation could limit TWC’s ability to operate its high-speed data business
profitably, to manage its broadband facilities efficiently and to make upgrades to those facilities sufficient to
respond to growing bandwidth usage by TWC’s high-speed data customers.

Several disparate groups have adopted the term “net neutrality” in connection with their efforts to persnade
Congress and regulators to adopt rules that could limit the -ability of broadband providers to apply differential
pricing or network management policies to different uses of the Internet. Proponents of such regulation also seek to
prohibit broadband providers from recovering the costs of rising bandwidth usage from any parties other than retail -
customers. The average bandwidth usage of TWC’s high-speed data customers has been increasing significantly in
recent years as the amount of high-bandwidth content and the number of applications available on the Internet
continue to grow. In order to continue to provide quality service at attractive prices, TWC needs the continued
flexibility to develop and refine business models that respond to changing consumer uses and demands, to manage
bandwidth usage efficiently and to make upgrades to TWC’s broadband facilities. As a result, depending on the
form it might take, “net neutrality” legislation or regulation could impact TWC's ability to operate its high-speed
data network profitably and to undertake the upgrades that may be needed to continue to provide high quality high-
speed data services and could negatively impact its ability to compete effectively. Several petitions have been filed
with the FCC asking it to adopt regulations in this area, however, TWC is unable to predict the likelihood that such
regulatory proposals will be adopted. For a description of current rcgulatory proposals, see “Busmess—chulatory
Matters—Communications Act and FCC Regulation.”

Under the program carnage rules, TWC could be compelled to carry programming services that it would niot
otherwise carry. .

The Communications Act and the FCC’s “program access” rules generally p'revent' vendors of satellite-
delivered video programming that are affiliated with cable operators from favoring cable operators over ¢omipeting
MVPDs, such as DBS, in the terms and conditions of carriage, and limit the ability of such programming vendors to
offer exclusive programming arrangements to cable operators. In addition, the Communications Act and the FCC’s
“program carriage” rules generally prohijbit any video programmming vendor from being required to give up 'a
financial interest to a cable operator or other MVPD or from being coerced into agreeing to an exclusive carriage
agreement as a condition of carriage, and restrict cable operators and MVPDs from unreasonably resti*aining’ the
ability of an unaffiliated programming vendor to compete fairly by discriminating against the programming vendor
on the basis of its non-affiliation in the selection, terms or conditions for carriage. The FCC’s Adelplua/Comcast
Transactions Order imposes certain additional obligations related to these rulcs See ° —Regulatory
Matters—Adelphia/Comcast Transactions Order.”

Under a successful FCC program access complamt TWC, its afﬁhates and other verucally mtcgrated
programmers may have to make programming available to MVPDs that compete with TWC that such
programmers might otherwise choose not to sell to or to do so on terims which they would not otherwise
voluntarﬂy accept. Under a successful program carriage complamt TWC might be compcllecl to carry
programming services it would not otherwise carry and/or to do so on economic and other terms that it would
not accept absent such compulsion. Such compelled government carriage could reduce TWC'’s ablhty to.carry other,
more desirable programming and non-video services, decrease its ability to manage its bandwidth efficiently and
increase TWC’s costs, adversely affecting TWC’s competitive position,

Rate regulation could materially adversely impact TWC’s operations, business, financial results or ﬁnancml
condition.

Under current FCC regulations, rates for BST video service and associated equipmeént are permitted to be
regulated. In many localities, TWC is not subject to BST video rate regulation, either because the local francmsmg
authonty has not asked the FCC for permission to regulate rates or because the FCC has found . that there is

“effective competition.” Also, there is currently no rate regulation for TWC’s other Semces, includmg h1gh-speed
data and voice services. It is possible, however, that the FCC or Congress will adopt more extensive rte regulation
for TWC'’s video services or regulate other services, such as high-speed data and voice services, which could
impede TWC'’s ability to raise rates, or require rate reductions, and therefore could cause TWC s business, financial
results or financial condition to suffer. - :
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TWC may have to pay fees in connection with its cable modem service,

Local franchising authorities generally require cable operators to pay a franchise fee of five percent of revenue,
which cable operators collect in turn from their subscribers. TWC has taken the position that under the
Communications Act, local franchising authorities are allowed to impose a franchise fee only on revenue from
“cable services.” Following the FCC’s March 2002 determination that cable modem service does not constitute a
“cable service,” TWC and most other multiple system operators stopped collecting and paying franchise fees on
cable modem revenue.

The FCC has initiated a rulemaking proceeding to explore the consequences of its March 2002 order. If either

_ the FCC or a court were to determine that, despite the March 2002 order, TWC is required to pay franchise fees on

cable modem revenue, TWC’s franchise fee burden could increase going forward. TWC would be permitted to
collect those increased fees from its subscribers, but doing so could impair its competitive position as compared to
high-speed data serviceé providers who are not required to collect and pay franchise fees. TWC could also become
liable for franchise fees back to the time TWC stopped paying them. TWC may not be able to recover ‘those fees
from subscribers. Most courts interpreting the rules, including several instances involving TWC, have determined
that cable operators are not required to pay these fees on cable modem service. In 2007, an intermediate state
appellate court decided, in a case not involving TWC, that cable operators can be required to pay franchise fees on
cable modem service. This decision may encourage other franchise authorities to seek such fees.

Applicable law is subject to change.

The exact requirements of applicable law are not always clear, and the rules affecting TWC’s businesses are
always subject to change. For example, the FCC may interpret its rules and regulations in enforcement proceedings
in a manner that is inconsistent with the judgments TWC has made. Likewise, regulators and legislators at all levels
of government may sometimes change existing rules or establish new rules. Congress, for example, considers new
legislative requirements for cable operators virtually every year, and there is always a risk that such proposals will
ultimately be enacted, See “Business—Regulatory Matters.”

Risks Related to TWC’s Relationship with Time Warner

Time Warner controls approximately 90.6% 6f the voting power of TWC’s outstanding common stock and has the
ability to elect a majority of TWC’s directors, and its interest may conflict with the interests of TWC’s other
stockholders.

Time Warner indirectly holds all of TWC’s outstanding Class B common stock and approximately 82.7% of
TWC’s outstanding Class A common stock. The common stock held by Time Warner represents approximately
90.6% of TWC’s combined voting power and 84.0% of the total number of shares of capital stock outstanding of alt
classes of TWC’s voting stock. Accordingly, Time Warner can control the outcome of most matters submitted to a
vote of TWC’s stockholders. In addition, Time Warner, because it is the indirect holder of all of TWC’s outstanding
Class B common stock, and because it also indirectly holds a majority of TWC’s outstanding Class A common
stock, is able to elect all of TWC’s directors and will continue to be able to do so as long as it owns a majority of
TWC’s Class A common stock and Class B common stock. As a result of Time Warner’s share ownership and
representation on TWC’s board of directors, Time Warner is able to influence all of TWC’s affairs and actions,
including matters requiring stockholder approval such as the election of directors and approval of significant
corporate transactions. The interests of Time Warner may differ from the interests of TWC's other stockholders.
TWC’s Certificate of Incorporation requires that TWC’s board of directors include independent members, subject
to certain limitations, and TWC’s By-laws require that certain related party transactions be approved by a majority
of these independent directors.

Some of TWC’s officers and directors may have interests that diverge from TWC in fdvar of Time Warner
because of past and ongoing relationships with Time Warner and its affiliates.

Some of TWC’s officers and directors may experience conflicts of interest with respect to decisions involving
business opportinities and similar matters that may arise in the ordinary course of TWC’s business or the business
of Time Warner and its affiliates. One of TWC’s directors is an executive officer of a subsidiary of Time Warner that
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is a sister company of TWC and five of TWC’s directors (including Glenn A. Britt, TWC’s President and Chief
Executive Officer) served as executive officers of Time Warner or its predecessors in the past. A number of TWC
directors and executive officers also have restricted shares, restricted stock units and/or options to purchase shares
of Time Warner common stock. These past and ongoing relationships with Time Warner and any significant
financial interest in Time Warner by these persons may present conflicts of interest that could materially adversely
affect TWC’s business, financial results or financial condition. For example, these decisions could be matérially
related to:

= the nature, quality and cost of services rendered to TWC by Time Warner;

» the desirability of corporate opportunities, such as the entry into new businesses or pursuit of potential
acquisitions, particularly those that might allow TWC to compete with Time Warner; and

» employee retention or recruiting.

Time Warner and its affiliates may compete with TWC in one or more lines of business and may provide some
services under the “Time Warner” brand or similar brand names.

Time Wamer and its affiliates are engaged in a diverse range of entertainment and media-related businesses,
including filmed entertainment, home video and Internet-related businesses, and these businesses may have
interests that conflict with or compete in some manner with TWC’s business. Time Warner and its affiliates are
generally under no obligation to share any future business opportunities available to it with TWC and TWC’s
Certificate of Incorporation contains provisions that release Time Warner and its affiliates, including TWC’s
directors who are also Time Warner’s employees or executive officers, from this obligation and any liability that
would result from breach of this obligation. Time Warner may deliver video, high-speed data, voice and wireless
services over DSL, satellite or other means using the “Time Warner” brand name or similar brand names, potentially
causing confusion among customers and complicating TWC’s marketing efforts. For instance, Time Warner has
licensed the use of “Time Warner Telecom,” until July 2008, and “TW Telecom” and “TWTC” to Time Warner
Telecom Inc., a former affiliate of Time Warner and a provider of managed voice and data networking solutions to
enterprise organizations, which may compete with TWC’s commercial offerings. Any competition directly with
Time Wamer or its affiliates could materially adversely 1mpact TWC’s business, financial results or financial
condition.

TWC is party to agreements with Time Warner governing the use of TWC’s bram'l names, including the “Time
Warner Cable” brand name that may be terminated by Time Warner if TWC fails to perform its oblzgatwns under
those agreements or if TWC undergoes a change of control.

Some of the agreements governing the use of TWC’s brand names may be terminated by Time Warner if TWC:
» commits a significant breach of its obligations under such agreements;

» undergoes a change of control, even if Time Warner causes that change. of control by selling some or all of
its interest in TWC; or

» materially fail to maintain the quality standards established for the use of these brand names and the
products and services related to these brand names. :

TWC licenses its brand name, “Time Warner Cable,” and the trademark “Road Runner” from affiliates of Time
Warner. If Time Warner terminates these brand name license agreements, TWC would lose the goodwill associated
with its brand names and be forced to develop new brand nmames, which would likely require substantial
expenditures, and TWC’s business, financial results or financial condition would likely be materially adversely
affected.

A change in Time Warner’s controlling interest in TWC may cause short-term volatility in trading volume and
market price of TWC’s common stock.

Time Warner currently owns approximately 84.0% of TWC’s common stock, which represents a 90.6% voting
interest. Time Warner may, in the future, decide to spin-off or otherwise divest its controlling interest in TWC. If
Time Warner were to spin-off or divest its interest, the profile of TWC’s stockholders would change significantly. If
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such a transaction were to occur and a number of TWC’s resulting new stockholders chose to sell their shares, or if
there is a perception that such sales might occur, it may cause short-term volatility in the trading volume and market
price of TWC’s common stock., :

Time Warner’s approval right over TWC’s ability to incur indebtedness may harm TWC’s liquidity and bperations

" and restrict TWC’s growth.

Under a shareholder agreement entered into between TWC and T ime Warner on April 20, 2005 (the
“Shareholder Agreement”), which became effective in July 2006, until Time Warner no longer considers TWC
to have an impact on its credit profile, TWC must obtain the approval of Time Warner prior to incurring additional
debt or rental expense (othei than with respect to certain ap'j:roved leases) or issuing preferred equity, if TWC’s
consolidated ratio of debt, including preferred equity, plus six times TWC’s annual rental expense to consolidated
earnings before interest, taxes, depreciation and amortization (each as defined in the Shareholder Agreement)
(“EBITDA”) plus rental expense, or “EBITDAR,” then exceeds, or would as a result of that incurrence exceed, 3:1,
calculated without including any of TWC’s indebtedness or preferred equity held by Time Warner and its wholly
owned subsidiaries. As of December 31, 2007, this ratio did not exceed 3:1. Although Time Warner has consented to
ordinary course issuances of commercial paper or borrowings under TWC’s current revolving credit facility up to
the limit of that credit facility, if the ratio were exceeded, any other incurrence of debt or rental expense (other than
with respect to certain approved leases) or the issuance of preferred stock would require Time Warner’s approval,
As a result, TWC may in the future have a limited ability to incur future debt and rental expense (other than with
respect to certain approved leases) and issue preferred equity without the consent of Time Warner, which if needed
to raise additional capital, could limit TWC’s flexibility in exploring and pursuing financing alternatives and could
have a material adverse effect on TWC’s liquidity and operations and restrict TWC’s growth. ‘

Time Warner’s capital markets and debt activity could adversely affect capital resources available to TWC.

TWC’s ability to obtain financing in the capital markets and from other private sources may be adversely
affected by future capital markets activity undertaken by Time Warner and its other subsidiaries. Capital raised by
or committed to Time Warner for matters unrelated to TWC may reduce the supply of capital available for TWC as a
result of increased leverage of Time Warner on a consolidated basis or reluctance in the market to incur additional
credit exposure to Time Warner on a consolidated basis. In addition, TWC’s ability to undertake significant capital
raising activities may be constrained by competing capital needs of other Time Warner businesses unrelated to
TWC. As of December 31, 2007, Time Warner had unused comumitted capacity of $1.0 billion under its $7.0 billion
committed credit facility, and approximately $1.3 billion of cash and equivalents, and TWC had approximately
$3.6 billion of available borrowing capacity under its $6.0 billion committed credit facility, and approximately
$232 million of cash and cash equivalents. In addition, in December 2007, Time Warner obtained commitments for
a $2.0 billion three-year unsecured term loan, which closed on January 8, 2008.

TWC is exempt from certain corporate governance requirements since TWC is a “controlled company” within
the meaning of the NYSE rtules and, as a result, its stockholders do not have the protections afforded by these
corporate governance requirements.

Time Warner controls more than 50% of the voting power.of TWC’s outstanding common stock. As a result,
TWC s considered to be a “controlled company” for the purposes of the NYSE listing requirements and therefore is
permitted to, and has, opted out of the NYSE listing requirements that would otherwise require TWC’s board of
directors to have a majority of indepéndent directors and TWC’s compensation and nominating and goverhance
committees to be comprised entirely 6f independent directors. Accordingly, TWC’s stockholders do not have the
same protections afforded to stockholders of companies that are subject to all of the NYSE corporate 'gdveman_c’:é
requirements. However, TWC’s Certificate of Incorporation contains provisions requiring that independent
directors constitute at least 50% of TWC’s board of directors and TWC’s By-laws require that certain related
party transactions be approved by a majority of these independent directors. , .

As a condition to the conswummation of the Adelphia Acqﬁisition, TWC’s Certificate of Incorporation provides
that this provision may not be amended, altered or repealed, and no provision inconsistent with this requirement
may be adopted, until August 1, 2009 (three years following the closing of the Adelphia Acquisition) without,




among other things, the consent of a majority of the holders of the Class A common stock other than Time Warner
and its affiliates. : .

Item 2. Properties.

TWC’s principal phiysical assets consist of operating plant and equipment, including signal receiving,
encoding and decoding devices, headends and distribution systems and equipment at or near subscribers’
homes for each of TWC’s cable systems. The signal receiving apparatus ty'pically includes a tower, antenna,
ancillary electronic. equipment and earth stations for reception of satellite mgnals Headends, consisting of
electronic equipment necessary for the reception, amplification and modulation of signals, are located near the
receiving devices. TWC’s distribution system consists primarily of coaxial and fiber optic cables, lasers, routers,
switches and related electronic equipment. TWC’s cable plant and related equipment generally are attached to
utility poles under pole rental agreements with local pubhc utﬂmes, although in some areas the distribution cable is
buried in underground ducts or trenches. Customer premise equipment consists principally of set-top boxes and
cable modems. The physical components of cable systems require penodlc maintenance,

TWC’s hlgh—speed data backbone consists of fiber owned by TWC or circuits leased from t}m'd-party vendors
and related equipment. TWC also operates regional and national data centers with equipment that is used to provide
services, such as e-mail, news and web services to TWC’s high-speed data subscribers and to provide services to
TWC’s Digital Phone customers. In addition, TWC maintains a network operations center with equipment
necessary to monitor and manage the status of TWC’s high-speed data network. -

As of December 31, 2007, the largest property TWC owned was an approximately 318,500 square foot
building housing one of TWC’s divisional headquarters, a call center and a warehouse in Columbia; SC, of which
approximately 25% is leased to a third-party tepant, and TWC leased and owned othér real property housing
national operations centers and régional data centers used in its high-speed data services business in Herridon, VA;
Raleigh, NC; Tampa, FL; Syracuse, NY; Austin, TX; Kansas City, MO; Orange County, CA; New York, NY;
Coudersport, PA; and Columbus, OH. As of December 31, 2007, TWC ‘also leased and owned locations for its
corporate offices in New York, NY, Stamford, CT and Charlotte, NC as well as numerous business offices,
warehouses and properties housing divisional operations throughout the country TWC’s signal reception sites,
primarily antenna towers and headends, and microwave facilities are located on owned and leased parcels of land,
and TWC owns or leases space on the towers on which certain of its equipment is located, TWC owns most of its
service vehicles.

TWC believes that its properties, both owned and leased, taken asa whole, are in good operating condition and
are suitable and adequate for its business operanons

Item 3. Legal Proceedings.

On September 20, 2007, Brantley, et al. v. NBC Universal, Inc., et al. was filed in the U.S. District Court for the
Central District of California against the Company and Time Warner. The. complaint, which also names as
defendants several other programming content providers (collectively, the “programmer . defendants”) as well as
other cable and satellite providers (collectively, the “distributor defendants™), alleges violations of Sections 1 and 2
of the Sherman Antitrust Act. Among other things, the complaint alleges coordination between and among the
programmer defendants to sell and/or license programming on a “bundled” basis to the distributor defendants, who
in turn purportedly offer that programming to subscribers in packaged tier, rather than on a per channel (or “3 la
carte”) basis. Plaintiffs, who seek to represent a purported nationwide class of cable and satellite subscribers,
demand, among other things, unspecified treble monetary damages and an injunction to compel the offering of
channels to subscribes on an “4 la carte” basis. On December 21, 2007, the programmer defendants, including Time
Wamer, and the distributor defendants, including TWC, filed motions to dismiss the amended ‘¢omplaint. The
Company intends to defend against this' lawsuit vigorously. . :

On June 22, 2005, Mecklenburg County ﬁled suit against TWE-A/N in the General Court of Justice District
Court Division, Mecklenburg County, North Carolina. Mecklenburg County, the franchisor in TWE-A/N’s
Mecklenburg County cable system, alleges that TWE-A/N’s predecessor failed to construct an institutional
network in 1981 and that TWE-A/N assumed that obligation upon the: transfer of the franchise in 1995,
Mecklenburg County is seeking compensatory damages and TWE-A/N’s release of certain video channels it is
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currently using on the cable system. On April 14, 2006, TWE-A/N filed a motion for summary Judgmcnt which is
pending. TWE-A/N intends to defend against this lawsuit vigorously.

On June 16, 1998, plaintiffs in Andrew Parker and Eric DeBrauwere, et al. v. Time Warner Entertainment
Company, L.FP. and Time Warner Cable filed a purported nationwide class action in U.S. District Court for the
Eastern District of New York claiming that TWE sold its subscribers’ personally identifiable information and failed
to inform subscribers of their privacy rights in violation of the Cable Communications Policy Act of 1984 and
common law. The plaintiffs seek damages and declaratory and injunctive relief. On August 6, 1998, TWE filed a
motion to dismiss, which was denied on September 7, 1999. On December 8, 1999, TWE filed a motion to deny
class certification, which was granted on January 9, 2001 with respect to monetary damages, but denied with respect
to injunctive relief. On June 2, 2003, the U.S. Court of Appeals for the Second Circuit vacated the District Court’s
decision denying class certification as a matter of law and remanded the case for further proceedings on class
certification and other matters. On May 4, 2004, plaintiffs filed a motion for class certification, which the Company
opposed. On October 25, 2005, the court granted preliminary approval of a class settlement arrangement on terms
that were not material to the Company. A final settlement approval hearing was held on May 19, 2006. On
January 26, 2007, the court denied approval of the settlement, and so the matter remains pending. The Company
intends to defend against this lawsuit vigorously.

Certain Patent Litigation

On September 1, 2006, Ronald A: Katz Technology Licensing, L.P. (*Katz”) filed a complaint in the
U.S. District Court for the District of Delaware alleging that TWC and several other cable operators, among
other defendants, infringe a number of patents purportedly relating to the Company’s customer call center
operations, voicemail and/or VOD services. The plaintiff is seeking unspecified monetary damages as well a¥
injunctive relief. On March 20, 2007, this case, together with other lawsuits filed by Katz, was made subject to 2
Multidistrict Litigation (“MDL”) Order transferring the case for pretrial proceedings to the U.S. District Court for
the Central District of California. The Company intends to defend against this lawsuit vigorously.

On July 14, 2006, Hybrid Patents Inc. filed a complaint in the U.S. District Court for the Eastern District o
Texas alleging that the Company and a number of other cable operators infringed a patent purportedly relating tc
high-speed data and IP-based telephony services. The plaintiff is seeking unspecified monetary damages as well as
mJunctwe relief. The Company intends to defend against the claim vigorously.

On June 1, 2006, Rembrandt Technologies, LP (“Rembrandt”) filed a complaint in the U.S. District Court for
the Eastern District of Texas alleging that the Company and a number of other cable operators infringed several
patents purportedly related to a variety of technologies, including high-speed data and IP-based telephony services.
In addition, on September 13, 2006, Rembrandt filed a complaint i the U.S. District Court for the Eastern Distric!
of Texas alleging that the Company infringes several patents purportedly related to “high-speed cable moder
internet products and services.” In each of these cases, the plaintiffis seeking unspecified monetary damages as wel
as injunctive relief. On June 18, 2007, these cases, along withrother lawsuits filed by Rembrandt, were made subject
to an MDL Order transferring the case for pretrial proceedings to the U.S. District Court for the District of
Delaware. The Company intends to defend against these lawsuits vigorously.

- On April 26, 2003, Acacia Media Technologies (“AMT”) filed suit against TWC in the U.S. District Court fo
the Southern District of New York alleging that TWC infringes several patents held by AMT. AMT has publicly
taken the position that delivery of broadcast video (except live programming such as sporting events), pay-per-view
VOD and ad insertion services over cable systems infringe its patents. AMT has brought similar actions regarding
the same patents against numerous other entities, and all of the previously pending litigations have been made the
subject of an MDL Order consolidating the actions for pretrial activity in the U.S. District Court for the Northerr
District of California. On October 25, 2005, the TWC action was consolidated into the MDL proceedings. The
plaintiff is seeking unspecified monetary damages as well as injunctive relief. The Company intends to defenc
against this lawsuit vigorously.

From time to time, the Company receives notices from third parties claiming that it infringes their intellectua
property rights. Claims of intellectual property infringement could require TWC to enter into royalty or licensing
agreements on unfavorable terms, incur substantial monetary liability or be enjoined preliminarily or permanently
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from further use of the intellectual property in question. In addition, certain agreements entered into may require the
Company to indemnify the other party for certain third-party intellectual property infringement claims, which could
increase the Company’s damages and its costs of defending against such claims. Even if the claims are without
merit, defending against the claims can be time consuming and costly.

As part of the TWE Restructuring, Time Warner agreed to indemnify the cable businesses of TWE from and
against any and all liabilities relating to, arising out of or resulting from specified litigation matters brought against
the TWE non-cable businesses. Although Time Warner has agreed to indemnify the cable businesses of TWE
against such liabilities, TWE remains a named party in certain litigation matters.

The costs and other effects of pending or future litigation, governmental investigations, legal and
administrative cases and proceedings (whether civil or criminal), settlements, judgments and investigations,
claims and changes in those matters (including those matters described above), and developments or assertions
_ by or against the Company relating to intellectual property rights and intellectual property licenses, could have a
material adverse effect on the Company’s business, financial condition and operating results.

Item 4. Submission of Matters to a Vote of Security Holders.
Not applicable.

39




EXECUTIVE OFFICERS OF THE COMPANY

‘Pugsuant to General Instruction G(3) to Form 10-K, the information regarding the Company’s executive
officers required by Item 401(b) of Regulation $-K is hereby included in Part I of this report.

The following table sets forth the name of each executive officer of the Company, the office held by such
officer and the age of such officer as of February 22, 2008. ‘ :
Name Age ' Office
Glenn A. Britt. . .................. 58 President and Chief Executive Officer
EllenEast....................... 46 Executive Vice President, Chief Communications Officer
Landel C. Hobbs............. e 45 Chief Operating Officer
Michael Laloie . .................. 53 Executive Vice President and Chief Technology Officer
Marc Lawrence-Apfelbaum .......... 52 Executive Vice President, General Counsel and Secretary
Robert D.Marcus . ................ 42  Senior Executive Vice President and Chief Financial Officer
Carl UJ. Rossetti ........... e 59 Executive Vice President, Corporate Development

Set forth below are the principal positions held during at least the last five years by each of the executive

officers named above:

Mr. Britt . ... e Glenn A. Britt has served as TWC’s President and Chief Execntive:
Officer since February 15, 2006. Prior to that, he had served as
TWC’s Chairman and Chief Executive Officer since the TWE
Restructuring in March 2003. Prior to the TWE Restructuring,
Mr. Britt was the Chairman and Chief Executive Officer of the
Time Wamer Cable division of TWE from August 2001 and its
President from January 1999 to August 2001. Prior to assuming that
position, he held various senior positions with Time Warner Cable
Ventures, a unit of TWE, certain of TWC’s predecessor entities, and
Time Warner and its predecessor Time Inc.

Ms. EBast........civiiiiinnnnnn. Ellen East has served as TWC’s Executive Vice President, Chief
Communications Officer since October 2007. Prior to that, she
served as Vice President of Communications and Public Affairs at
Cox Communications Inc., a provider of video, internet and
telephone services, from January 2000 having served in various
other positions™ there from 1993. In that capacity, she oversaw
internal, extermal and shareholder communications and
community relations and provided strategic advice on public and
media relations, industry affairs and regulatory issues.

Mr.Hobbs................co.iuns Landel C. Hobbs has served as TWC’s Chief Operating Officer since
© August 2005. Pror to that, he served as TWC’s Executive Vice
President and Chief Financial Officer from March 2003 and in the
same capacity for the Time Warner Cable division of TWE from
October 2001. Prior to that, he was Vice President, Financial
Analysis and Operations Support for Time Warmer from
September 2000 to October 2001. Prior to that, beginning in
1993, Mr. Hobbs was employed by Turner Broadcasting System,
Inc. (a subsidiary of Time Warner since 1996), including as Senior
Vice President and Chief Accounting Officer from 1996 until
September 2000.

40

f — T S A P T AT E———s ot




Mr LaJoie. ...........oooit e e Michael L. Laloie has served as TWC’s Executive Vice President
‘ and Chief Technology Officer since January 2004. Prior to that, he

served as Executive Vice President of Advanced Technology from

March 2003 and in the same capacity for the Time Warner Cable

division of TWE from August 2002 until the TWE Restructuring in

March 2003. Mr. LaJoie served as Vice President of Corporate

Development of the Time Warner Cable division of TWE from 1998.

Mr. Lawrence-Apfelbaum. . .. .. e Marc Lawrence-Apfelbaum has served as TWC’s Executive Vice
President, General Counsel and Secretary since January 2003. Prior
to that, he served as Senior Vice President, General Counsel and
Secretary of the Time Warner Cable division of TWE from 1996 and
other positions in the law department prior to that.

Mo Marcus . ... covi i ity Robert D. Marcus has served as TWC’s Senior Executive Vice
President and Chief Financial Officer since January 1, 2008.
Prior to that, he served as TWC’s Senior Executive Vice
President from August 2005, joining TWC from Time Warner
where he had served as Senior Vice President, Mergers and
Acquisitions from 2002. Mr. Marcus joined Time Warner in 1998
as Vice President of Mergers and Acquisitions. :

Mr. Rossetti. ... ... e Carl U.J. Rossetti has served as TWC’s Executive Vice President,
Corporate Development since Angust 2002. Previously, Mr. Rossétti
served as an Executive Vice President of the Time Warner Cable
division of TWE from 1998 and in various other posmons since
1976,
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PART I

Item 5. Market for Registrant’s Common Equity, Related Stockholder Maiters and Issuer Purchases of
 Equity Securities.

The principal market for TWC Class A common stock is the NYSE. The TWC Class A common stock began
trading on the NYSE on March 1, 2007. For quarterly price information with respect to the TWC Class A common
stock since that date, see “Quarterly Financial Information” at page 125 herein, which information i$ incorporated
herein by reference. There were approximately 5,800 holders of record of TWC Class A common stock as of
January 31, 2008. There is no established public tradihg market for the Company’s Class B common stock, which
was held of record by one holder as of February 22, 2008.

TWC has not paid any cash dividends on its common stock over the last two years. TWC’s board of directors
will determine whether to pay dividends in the future based on conditions then existing, including TWC’s earnings,
financial condition and capital requirements, as well as economic and other conditions TWC’s board may deem
relevant. In addition, TWC’s ability to declare and pay dividends on its common stock is subject to requirements
under Delaware law and covenants in TWC’s senior unsecured revolving credit facility.

On July 31, 2006, immediately after the consummation of the Redemptions but prior to the consummation of
the Adelphia Acquisition, TWC paid a stock dividend to WCI, a wholly owned subsidiary of Time Warner and the
only holder of record of TWC’s outstanding Class A and Class B.common stock at that time, of 999,999 shares of
Class A or Class B common stock; as applicable, per share of Class A or Class B common stock. An aggregate of
745,999,254 shares of Class A common stock and 74,999,925 shares of Class B common stock were issued to WCI
in connection with the stock dividend. The stock dividend was declared and paid in anticipation of TWC becoming a
pubhc company.

" Item 6. Selected Financial Data.

The selected financial information of TWC for the five years ended December 31, 2007 is set forth at page 124
herein and is incorporated herein by reference.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The information set forth under the caption “Management’s Discussion and Analysis” at pages 47 through 78
herein is incorporated herein by reference.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

The information set forth under the caption “Market Risk Management” at pages 72 through 73 herein is
incorporated herein by reference.

1tem 8. Financial Statements and Supplementary Data.

The consolidated financial statements of TWC and the report of independent auditors thereon set forth at
pages 79 through 120 and 122 herein are incorporated herein by reference.

Quarterly Financial Information set forth at page 125 herein is incorporated herein by reference.
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.
Not Applicable.
Item 9A. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

TWC, under the supervision and with the participation of its management, including the Chief Executive
Officer and Chief Financial Officer, evaluated the effectiveness of the design and operation of TWC’s “disclosure
controls and procedures” (as such term is defined in Rule 13a-15(e) under the Exchange Act) as of the end of the
period covered by this report. Based on that evaluation, the Chief Executive Officer and the Chief Financial Officer
concluded that TWC’s disclosure controls and procedures are effective to ensure that information required to be
disclosed in reports filed or submitted by TWC under the Exchange Act is recorded, processed, summarized and
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reported within the time periods specified in the SEC’s rules and forms and that information required to be disclosed
by TWC is accumulated and communicated to TWC’s management to allow timely decisions regarding the required
disclosure.

Management’s Report on Internal Control Over Financial Reporting

Management’s report on internal control over financial reporting and the report of the independent registered
public accounting firm thereon set forth at pages 121 and 123 is mcorporatfed herein by reference.

Changes in Internal Control Over Financial Reporting

There have not been any changes in TWC's internal control over financial reporting during the quarter ended
December 31, 2007 that have materially affected, or are reasonably likely to materially affect, its internal control
over financial reporting.

Item 9B. Other Information.
Not applicable.

PART 1

Items 10, 11, 12, Directors, Executive Officers and Corporate Governance; Executive Compensation;
13 and 14. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters; Certain Relationships and Related T)'ansactwns and Director
Independence; Principal Accountant Fees and Services.

Information called for by Items 10, 11, 12, 13 and 14 of Part III is incorporated by reference from the
Company’s definitive Proxy Statement to be filed in connectlon with its 2008 Anriual Meeting of Stockholders
pursuant to Regulation 14A, except that (i) the information regarding the Compa.ny s executive officers called for by
Item 401(b) of Regulation S-K has been included in Part I of this Annual Report and (ii) the information regarding
certain Company equity compensation plans ¢alled for by Item 201(dy of Regulation $-K is set forth below.

The Company has adopted a Code of Ethics for its Senior Executive and Senior Financial Officers. A copy of
the Code is publicly available on the Company’s website at www.timewarnercable.com/investors. Amendments to
the Code or any grant of a waiver from a provision of the Code requiring disclosure under applicable SEC rules will
also be disclosed on the Company’s website.
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Equity Compensation Plan Information

The following table summarizes information as of December 31, 2007, about the Company’s outstanding
equity compensation awards and shares of Class A common stock reserved for future issuance under the Company’s
a equity compensation plans. -

]
o : . i Number of secnrities

[ Number of securities remaining available for
Sl to be issued upon Weighted-average exercise future issnance under

’ E : . exercise of outstanding price of outstanding equity compensation plans
A : options, warrants options, warrants (excluding securities
. . and rights'? and rights® - reflected in column (a))”

i | @ () ©

; Equity compensatlon plans approved by )
C security holders™. . .. ... ......... 4,913,336 $36.98 91,324,820
l ' Equity compensation plans not approved :

‘ by security holders . . . ... ......... —

91,324,820

|

o

36.9

(=]

L Total. . oo 4,913,336

() Equity compensation plans approved by security holders covers the Time Warner Cable Inc. 2006 Stock Incentive Plan (the “2006 Stock
‘ Plan”), which was approved by the Company's stockholders in May 2007 and is currently the Company’s only compensation plan
i pursuant to which the Company’s equity is awarded,

'. @ Column (a) includes 2,103,489 shares of Class A common stock underlying outstandmg restricted stock units. Because there is no
exercise price associated with restricted stock units, such equity awards are not included in the weighted-average exercise price
calculation in column (b).

@ A total of 100,000,000 shares of Class A common stock have been authorized for issuance pursuant to the terms of the 2006 Stock Plan.
Any shares of Class A common stock issued in connection with awards other than stock options or stock appreciation rights (2 “Non-
option Award™) are counted against the shares remaining available urider the 2006 Stock Plan as the number of shares equal to a ratio (the
“Ratio”) for every share issued in connection with.a Non-optiori Award and any shares issued in connection with stock options or stock
appreciation rights are counted against the limit as one share for every share issued. The Ratio is the quotient resulting from dividing
(a) the grant date fair value of such Non-option Award, as determined for financial reporting purposes, by (b) the grant date fair value of a
stock option granted under the 2006 Stock Plan. As a result, based on the Ratio determined on December 31, 2007, of the shares of Class A
common stock -available for future issuance under the 2006 Stock Plan listed in column (c), as of December 31, 2007, a maximum of

.. 33,575,301 shares may be issued in connection with awards of restricted stock or restricted stock units.

PART IV

Item 15. Exhibits and Financial Statements Schedules.

(a)(1)-(2) Financial Statements and Schedules:

(i) The list of consolidated financial statements and schedules set forth in the accompanying Index to
Consolidated Financial Statements and Other Financial Information at page 46 herein is incorporated herein
by reference. Such consolidated financial statements and schedules are filed as part of this Annual Report.

(i) All other financial statement schedules are omitted because the required information is not
applicable, or because the information required is included in the consolidated financial statements and
notes thereto.

(3) Exhibits:

The exhibits listed on the accornpanying Exhibit Index are filed or incorporated by reference as part of this
Annual Report and such Exhibit Index is incorporated herein by reference, Exhibits 10.26 through 10.34 and 10.37
through 10.42 listed on the accompanying Exhibit Index identify management contracts or compensatory plans or
arrangements required to be filed as exhibits to this Annual Report, and such hstmg is incorporated herein by
reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly anthorized.

TIME WARNER CABLE INC.

By: /s/. Glenn A. Britt

Name: Glenn A. Britt
Title:  President and Chief Executive Officer

Dated: February 22, 2008 .

* " Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, this report has
been signed below by the following persons on behalf of the registrant and in the capacities and on the dates
indicated. :

Signature

/s/  Glenn A. Britt

Glenn A. Britt

/s/ Robert D. Marcus

Robert D. Marcus

s/ William F. Osboum, Jr.

Williarn F. Osboum, I
/s/ Carole Black

Carole Black
/s/ Thomas H. Castro

Thomas H. Castro
/s/ David C. Chang

David C. Chang
/s/ James E. Copeland, Jr.

James E. Copeland, Jr.
/s/  Peter R. Haje

Peter R. Haje
/s/ _Don Logan.

Don Logan
/s/ Michael Lynne

Michael Lynne
/s/  N.I. Nicholas, Jr.

N.J. Nicholas, Jr.
/s/  Wayne H. Pace

Wayne H. Pace

Title

Director, President and
Chief Executive Officer

(principal executive officer)

Senior Executive Vice President and
Chief Financial Officer
(principal financial officer)

Senior Vice President and Controller
(principal accounting officer)
Director
Director
Director
Director -

Director
Director
Director

Director

Director
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TIME WARNER CABLE INC.
MANAGEMENT’S DISCUSSIQN AND ANALYSIS OF RESULTS
OF OPERATIONS AND FINANCIAL CONDITION

INTRODUCTION

Management’s discussion and analysis of results of operations and financial condition (“MD&A”) is provided
as a supplement to the accompanying consolidated financial statements and notes to help provide an understanding
of Time Warner Cable Inc.’s (together with its subsidiaries, “TWC” or the “Company”) financial condition, cash
flows and results of operations. MD&A is organized as follows: :

s QOverview. This section provides a general description of TWC’s business, as well as recent developinents
the Company believes are important in understanding the results of operations and financial condition or in
understanding anticipated future trends.

*» Financial statement presentation. This section provides a-summary of how the Company’s operations are
presented in the accompanying consolidated financial statements.

'« Results of operations. This séction provides an analysis of the Company’s results of operatlons for the
three 'years ended December 31, 2007.

*» Financial condition and liquidity. This section provides an analysis of the Company’s cash flows for the
three years ended December 31, 2007, as well as a discussion of the Company’s outstanding debt and
commitments that existed as of December 31, 2007. Included in the analysis of outstanding debt is a
discussion of the amount of financial capacity available to fund the Company’s future commitments, as
well as a discussion of other financing arrangements. :

* Market risk management. This section discusses how the Company manages exposure to potential gains
and losses arising from changes in market rates and prices, such as interest rates.

* Critical accounting policies. This section discusses accounting policies that are considered important to
the Company’s results of operations and financial condition, require significant judgment and require
estimates on the part of management in application. The Company’s significant. accounting policies,
including those considered to be critical accounting policies, are summarized in Note 3 to the
accompanying consolidated financial statements,

» Caution concerning forward-looking statements. This section provides a description of the use of
forward-looking information appearing in this report, including in MD&A and the consolidated
financial statements. Such information is based on management’s current expectations about future
events, which are inherently susceptible to uncertainty and changes m circumstances. Refer to Item 1A,
“Risk Factors” in Part I of this report, for a discussion of the risk faetors applicable to the Company.

OVERVIEW

TWC is the second-largest cable operator in the U.S., with technologically advanced, well-clustered systems
located mainly in five geographic areas—New York state (including New York City), the Carolinas, Ohio, southern
California (including Los Angeles) and Texas. As of December 31, 2007, TWC served approximately 14.6 million
customers who subscribed to one or wore of its video, high-speed data and voice services, representing
approximately 32.1 million revenue generating units.

On July 31, 2006, a subsidiary of TWC, Time Warner NY Cable LLC (“TW NY”), and Comcast Corporation
(together with its subsidiaries, “Comcast”) completed the acquisition of substantially all of the cable assets of
Adelphia Communications Corporation (“Adelphia™) and related transactions. In addition, effective January 1,
2007, TWC began consolidating the results of certain cable systems located in Kansas City, south and west Texas
and New Mexico (the “Kansas City Pool”) upon the distribution of the assets of Texas and Kansas City Cable
Partners, L.P. (“TKCCP”) to TWC and Comcast. Prior to January 1, 2007, TWC’s interest in TKCCP was reported
as an equity-method investment. Refer to “—Recent Developments” for further details.
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TIME WARNER CABLE INC,
MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS
OF OPERATIONS AND FINANCIAL CONDITION—(Continued)

Time Warner Inc. (“Time Warner”) currently owns approximately 84.0% of the common stock of TWC
(representing a 90.6% voting interest). The financial results of TWC’s operations are consolidated by Time Warner,
Time Warner also owns a 12.43% non-voting common stock interest in a subsidiary of TWC. On February 6, 2008,
Time Warner announced that it has commenced a review of its ownership interest in the Company. Time Warner has
injtiated discussions with the Company regarding a possible change in such ownership.

TWC principally offers three services—video, high-speed data and voice—over its broadband cable systems.
TWC markets its services separately and as “bundled” packages of multiple services and features. As of
December 31, 2007, 48% of TWC’s customers subscribed to two or more of its primary services, including
16% of its customers who subscribed to all three primary services. Historically, TWC has focused primarily on
residential customers, and in 2007, it began expanding its service offerings to small- and medium-sized businesses.
In addition, TWC earns revenues by selling advertising time to national, regional and local businesses.

Video is TWC’s largest service in terms of revenues generated and, as of December 31, 2007, TWC had
approximately 13.3 million basic video subscribers. Although providing video services is a competitive and highly
penetrated business, TWC expects to continue to increase video revenues through the offering of advanced digital
video services, as well as through price increases.and digital video subscriber growth. As of December 31, 2007,
TWC had approximately 8.0 million digital video subscribers, which represented approximately 61%-of its basic
video subscribers. TWC’s digital video subscribers provide a broad base of potential customers for additional
advanced services. Video programming costs represent a major component of TWC’s expenses and are expected to
continue to increase, reflecting contractual rate increases, subscriber growth and the expansion of service offerings.
TWC expects that its video service margins will continue to decline over the next few years as increases in
programming costs outpace’ growth in video revenues.

As of December 31, 2007, TWC had approximately 7.6 million residential high-speed data subscribers. TWC
expects continued strong growth in residential high-speed data subscribers and revénues during 2008; however, the
rate of growth of both subscribers and revenues is expected to continue to slow over time as high-speed data services
become increasingly well-penetrated. TWC also offers commercial high-speed data services and had 280,000
commercial high-speed data subscribers as of December 31, 2007.

Approximately 2.9 million subscribers received Digital Phone service, TWC’s voice seérvice, as of
December 31, 2007. TWC expects strong increases in Digital Phone subscribers and revenues for the
foreseeable future. TWC also rolled out Business Class Phone, 2 commercial Digital Phone service, to small-
and medium-sized businesses during 2007 in the majority of its systems and expects to complete the roll-out in the
remainder of its systems during 2008,

Some of TWC's principal competitors, direct broadcast satellite operators and incumbent local telephone
companies in particular, either offer or are making significant capital investments that will allow them to offer
services that provide features and functions comparable to the video, high-speed data and/or voice services offered
by TWC. These services are also offered in bundles similar to TWC’s and, in certain cases, such offerings include
wireless service. The availability of these bundled service offerings has intensified competition, and TWC expects
that competition will continue to intensify in the future as these offerings become more prevalent. TWC plans to
continue to enhance its services with unique offerings, which TWC believes will d1stmgu15h its services from those
of its competitors. : :

As of July 31, 2006, the date the transactions with Adelphia and Comcast closed, the penetration rates for basic.
video, digital video and high-speed data services were generally lower in the systems acquired in and retained after
the transactions with Adelphia and Comcast (the “Acquired Systems”) than in the systems TWC owned before and
retained after the transactions with Adelphia and Comcast (the “Legacy Systems”). Furthermore, certain advanced
services were not available in some of the Acquired Systems, and an Intémet. protocol (“IP”)-based telephony
service was not available in any of the Acquired Systems. To increase the penetration of these services in the
Acquired Systems, TWC undertook a significant integration effort that included upgrading the capacity and
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TIME WARNER CABLE INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS
OF OPERATIONS AND FINANCIAL CONDITION-—(Continued)

technical performance of these systems to levels that allow the delivery of these advanced services and features.
TWC substantially completed these integration-related efforts, as well as the launch of Digital Phone service to
residential customers in the Acquired Systems, by the end of 2007. As of December 31, 2007, penetration rates for
TWC’s services continued to be lower in the Acquired Systems than in the Legacy Systems; however, penetration
rates for advanced services improved in the Acquired Systems during 2007 and TWC believes there is opportunity
over time to further increase service penetration rates and improve Subscription revenues and Operating Income
before Depreciation and Amortization in the Acquired Systems, including the acquired systems in Dallas, TX and
Los Angeles, CA. See Item 1A, “Risk Factors—Additional Risks of TWC’s Operations—TWC may continue to
face challenges in 1ts systems in Dallas, Texas and Los Angeles, California™ in Part I of this report for additional
mfonnatmn

Recent Developments
Sale of Certain North Carolina Cable Systems

The closing of the transactions with Adelphia (discussed below), which included the Company’s acquisition
from Adelphia of certain cable systems in Mooresville, Cornelius, Davidson and unincorporated Mecklenburg
County, North Carolina, triggered a right of first refusal under the franchise agreements covering these systems.
These municipalities (“the Consortium”) exercised their right to acquire these systems. As a result, on December 19,
2007, these cable systems, serving apprommately 14,000 basic video subscribers and approximately 30,000
revenue generating units as of the closing date, were sold for $52 million. The sale of these systems did not have a
material 1mpact on the Company’s results of operations or cash flows.

2007 Bond Offering

On April 9, 2007, TWC issued $5.0 billion in aggregate principal amount of senior unsecured notes and
debentures (the “2007 Bond Offering™) consisting of $1.5 billion principal amount of 5.40% Notes due 2012,
$2.0 billion principal amount of 5.85% Notes due 2017 and $1.5 billion principal amount of 6.55% Debentures due
2037 pursuant to Rule 144 A and Regulation S under the Securities Act of 1933, as amended (the “Securities Act”).
The Company used.the net proceeds from this issuance to repay all of the outstanding indebtedness. under its
'$4,0 billion three-year term loan facility and a portion of the outstanding indebtedness under its $4.0 billion five-
year term loan facility. On November 5, 2007, the Company and the two subsidiaries of the Company that guarantee
the Company’s obligations under the securities exchanged substantially all of the securities issued in the 2007 Bond
Offering for a like aggregate principal amount of registered securities with the same terms pursuant to a registered
exchange offer. See Note 8 to the accompanying consolidated financial statements for further details.

TKCCP Joint Venture r

As discussed further in Note 4 to the accompanying consolidated financial statements, TKCCP was a 50-50
joint venturs between a consolidated subsidiary:.of TWC (Time Warner Entertainment-Advance/Newhouse
Partnership (“TWE-A/N")) and Comcast. On January 1, 2007, TKCCP distributed its assets to TWC and
Comcast. TWC received the Kansas City Pool, which served 788,000 basic video subsciibers as of
December 31, 2006, and Comcast received the pool of assets consisting of the Houston cable systems (the
HHouston Pool”), which served 795,000 basic video subscribers as of December 31, 2006. TWC began
consolidating the results of the Kansas City Pool on January 1, 2007. TKCCP was formally dissolved on
May 15, 2007. For accounting purposes, the Company has treated the distribution of TKCCP’s assets as a sale
of the Company’s 50% equity interest in the Houston Pool and as an acquisition of Comcast’s 50% equity interest in
the Kansas City Pool. As a result of the sale of the Company’s 50% equity interest in the Houston Pool, the
Company recorded a pretax gain of $146 million in the first quarter of 2007, which is included as a component of
other income, net, in the accompanying consolidated statement of operations for the year ended December 31, 2007.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS
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Adelphia Acquisition and Related Transactions

As discussed further in Note 4 to the accompanying consolidated financial statements, on July 31, 2006,
TW NY and Comcast completed their respective acquisitions of assets comprising in the aggregate substantially all -
of the cable assets of Adelphia (the “Adelphia Acquisition”). Additionally, on July 31, 2006, immediately before the
closing of the Adelphia Acquisition, Comcast’s interests in TWC and Time Warner Entertainment Company, L.P.
(“TWE”), a subsidiary of TWC, were redeemed (the “TWC Redemption” and the “TWE Redemption,”
respectively, and, collectively, the “Redemptions™). Following the Redemptions and the Adelphia Acquisition,
on July 31, 2006, TW NY and Comcast swapped certain cable systems, most of which were acquired from Adelphia,
in order to enhance TWC’s and Comcast’s respective geographic clusters of subscribers (the “Exchange” and,
together with the Adelphia Acquisition and the Redemptions, the “Transactions”). As a result of the closing of the
Transactions, on July 31, 2006, TWC acquired systems with approximately 4.0 million basic video subscribers and
disposed of the Transferred Systems (as defined below), with approximately 0.8 million basic video subscribers, for
a net gain of approximately 3.2 million basic video subscribers. In addition, on July 28, 2006, American Television
and Communications Corporation (“ATC”), a subsidiary of Time Warner, contributed its 1% common equity
interest and $2.4 billion preferred equity interest in TWE to TW NY Cable Holding Inc. (“TW NY Holding”), a
subsidiary of TWC and the parent of TW NY, in exchange for a 12.43% non-voting common stock interest in
TW NY Holding (the “ATC Contribution™).

The results of the systems acquired in connection with the Transactions have been included in the
accompanying consolidated statement of operations since the closing of the Tramsactions. The systems
previously owned by TWC that were transferred to Comcast in connection with the Redemptmns and the
Exchange (the “Transferred Systems”) have been reflected as discontinued operations in the accompanying
consolidated financial statements for all periods presented (Note 4).

On February 13, 2007, Adelphia’s Chapter 11 reorganization plan became effective and, under applicable
securities law regulations and provisions of the U.S. bankruptcy code, TWC became a public company subject to
the requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Under the terms of the
reorganization plan, during 2007, substantially all of the 155,913,430 shares of TW(C’s Class A common stock that
Adelphia received in the Adelphia Acquisition (representing approximately 16% of TWC’s outstanding common
stock) were distributed to Adelphia’s creditors. The remaining shares are expected to be distributed as the remaining
disputes are resolved by the bankruptcy court. As of December 31, 2007, Time Warner owned approximately 84.0%
of TWC’s outstanding common stock (including 82.7% of the outstanding shares of TWC’s Class A common stock
and all outstanding shares of TWC’s Class B common stock, representing a 90.6% voting interest), as well as a
12.43% non-voting common stock interest in TW NY Holding. On March 1, 2007, TWC’s Class A comimon stock
began trading on the New York Stock Exchange under the symbol “TWC” (Note 4).

FINANCIAL STATEMENT PRESENTATION
Revenues

The Company’s revenues consist of Subscription and Advertising revenues. Subscnptxon revenues consist of
revenues from video, high-speed data and voice services. \

Video revenues include monthly fees for basic, standard and digital services from both residential and
commercial subscribers. Video revenues from digital services, or digital video revenues, include revenues from
digital tiers, digital pay channels, pay-per-view, video-on-demand, subscription-video-on-demand and digital video
recorders. Video revenues also include related equipment rental charges, installation charges and franchise fees
collected on behalf of local franchising authorities. Several ancillary items are also included within video revenues,
such as commissions earned on the sale of merchandise by home shopping services and rental income earned on the
leasing of antenna attachments on the Company’s transmission towers. In each period presented, these ancillary
items constitute less than 2% of video revenues.
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g : High-speed data revenues include monthly subscriber fees from both residential and commercial subscribers,
ong with related equipment rental charges, home networking fees and installation charges. High-speed data
enues also included fees received from certain distributors of TWC’s Road Runner™ high-speed data service
Juding a subsidiary of TWE-A/N managed by the Advance/Newhouse Partnership), which in the aggregate '
iled $132 million, $112 million and $92 million in 2007, 2006 and 2005, respectively, and fees received from
d-party internet service providers. Additionally, in 2006 and 20035, high-speed data revenues included fees
eived from TKCCP.

Voice revenues include monthly subscriber fees from residential and commercial voice subscribers, including
lyigital Phone subscribers and circuit-switched subscribers acquired from Comcast in the Exchange (9,000 and
106,000 subscribers as of December 31, 2007 and December 31, 2006, respectively), along with related installation
: arges. TWC is in the process of discontinuing the circuit-switched offering in accordance with regulatory
equirements. In those areas where the circuit-switched offering is discontinued, Digital Phone is the only voice
ice TWC provides.

Advertising revenues include the fees charged to local, regional and national advertising customers for
dvertising placed on the Company’s video and high-speed data services. Nearly all Advertising revenues are
ributable to the Company’s video service.

sts and Expenses

ki~ Costs of revenues include: video programming costs (including fees paid to the programming vendors net of
gértain amounts received from the vendors); high-speed data connectivity costs; Digital Phone network costs; other
vice-related expenses, including non-administrative labor costs directly associated with the delivery of services
bscribers; maintenance of the Company’s delivery systems; franchise fees; and other related costs. The
any’s programming agreements are generally multi-year agreements that provide for the Company to make
payments to the programming vendors at agreed upon rates based on the number of subscnbers to which the
impany provides the service. '

Selling, general and administrative expenses include amounts not directly associated with the delivery of
es to subscribers or the maintenance of the Company’s delivery systems, such as administrative labor costs,
ketmg expenses, billing charges, non-plant repair and maintenance costs, fees paid to Time Warner for
ursement of certain administrative support functions and other administrative overhead costs. Additionally,
: gement fees received from TKCCP pnor to August 1, 2006 were recorded as a reduction of selhng, general and
ninistrative expenses.

of Operating Income before Depreciation and Amortization and Free Cash F low .-

* Operating Income before Depreciation and Amortization (“OIBDA”) is a financial measure not calculated and
sented in accordance with U.S. generally accepted accounting principles (“GAAP”). The Company defines
BDA as Operating Income before depreciation of tangible assets and amortization of intangible assets.
nigement utilizes OIBDA, among other measures, in evaluating the performance of the Company’s
ess because OIBDA eliminates the uneven effect across its business of considerable amounts of
ciation of tangible assets and amortization of intangible assets recognized in business combinations.
litionally, management utilizes OIBDA because it believes this measure provides valuable insight into the
crlying performance of the Company’s individual cable systems by removing the effects of items that are not
tin the control of local personnel charged with managing these systems such as income tax provision, other
ome (expense), net, minority interest expense, net, income from equity investments, net, and interest expense,
 In this regard, OIBDA is a significant measure used in the Company’s annual incentive compensation programs.
BDA also is a metric used by the Company’s parent, Time Warner, to evaluate the Company’s performance and is
portant measure in the Time Warner reportable segment disclosures. A limitation of this measure, however, is
does not reflect the periodic costs of certain capitalized tangible and intangible assets used in generating
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revenues in the Company’s business. To compensate for this limitation, management evaluates the investments

such tangible and intangible assets through other financial measures, such as capital expenditure budget varianc
investment spending levels and return on capital analyses. Another limitation of this measure is that it does
reflect the significant costs borne by the Company for income taxes, debt servicing costs, the share of OIB]
related to the minority ownership, the results of the Company’s equity investments or other non-operational inco
or expense. Management compénsates for this limitation through other financial measures such as a review of
income and earnings per share.

Free Cash Flow is a non-GAAP financial measure. The Company defines Free Cash-Flow as cash provided
operating activities (as defined under GAAP) plus excess tax benefits from the exercise of stock options, less ¢
provided by (used by) discontinued operations, capital expenditures, partnership distributions and princi
payments on capital leases. Management uses Free Cash Flow to evaluate the Company’s business. ]
Company believes this measure is an important indicator of its liquidity, including its ability to reduce net d
and make strategic investments, because it reflects the Company’s operating cash flow after considering
significant capital expenditures required to operate its business. A limitation of this measure, however, is that it d
not reflect payments made in connection with investments and acquisitions, which reduce liquidity. To compens
for this limitation, management evaluates such expenditures through other financial measures such as return
investment analyses.

Both OIBDA and Free Cash Flow should be considered in addition to, not as a substitute for, the Compan
Operating Income, net income and various cash flow measures (¢.g., cash provided by operating activities), as v
as other measures of financial performance and liquidity reported in accordance with GAAP, and may not
comparable to similarly titled measures used by other companies. A recongciliation of OIBDA to Operating Inco
is presented under “Results of Operations.” A reconciliation of Free Cash F'low to cash pr0v1ded by operat
activities is presented under “Financial Condition and Liquidity.”

RESULTS OF OPERATIONS
Changes in Basis of Presentatlon
Consolidation of Kansas City Pool

On January 1, 2007, the Company began consolidating the results of the Kansas City Pool it received upon
distribution of the assets of TKCCP to TWC and Comecast. Prior to January 1, 2007, the Company accounted
TKCCP as an equity-method investment. The results of operations for the Kansas City Pool have been presen
below separately from the results of the Legacy Systems.

Discontinued Operations -

The Company has reflected the results of operations and financial condition of the Transferred Systems
discontinued operations for all periods presented. See Note 4 to the accompanying consolidated finanm
statements for additional information regarding the discontinued operations.

Reclassifications

Certain reclassifications have been made to the prior years’ financial information to conform to
December 31, 2007 presentation.

Recent Accounting Standards

See Note 2 to the accompanying consolidated financial statements for a discussion of the accountlng stande
adopted in 2007 and recent accounting standards not yet adopted. :
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2007 vs. 2006

As previously noted under “Recent Developments,” on July 31, 2006, the Company completed the
Transactions and began consolidating the results of the Acquired Systems. Additionally, on January 1, 2007,
the Company began consolidating the results of the Kansas City Pool. Accordingly, the operating results for 2007
include the results for the Legacy Systems, the Acquired Systems and the Kansas City Pool for the full twelve-
month period, and the operating results for 2006 include the results of the Legacy Systems for the full twelve-month
period and the Acquired Systems for only the five months following the closing of the Transactions and do not
include the consolidation of the results of the Kansas City Pool. The impact of the incremental seven months of
revenues and expenses of the Acquired Systems on the results for 2007 is referred to as the “impact of the Acquired
Systems” in this report.

Revenues. Revenues by major category were as follows (in millions): _
Years Ended December 31,

2007 2006 % C_hange

Subscription:

VB0 « o ettt e e e e $10,165 §$ 7,632 33%

High-speed data. . . ... ... .. ... it i i ettt 3,730 2,756 35%

03 T 1,193 715 67%
Total Subscription ... .... et et e e e e e e e e e e - 15,088 11,103 36%
Advertising.. . .......... ... ..., e e e 867 664 31%
Total ............ e e e e e e - §15955  $11,767 36%

Révenues by major category for the Legacy Systems, the Acquired Systems, the Kansas City Pool and the total
systems were as follows (in millions): _
Year Ended December 31, 2007 Year Ended December 31, 2006

Legacy Acquired Kansas Total Legacy Acquired Total
Systems  Systems  City Pool Systems  Systems Systems™  Systems

Subscription:
Video.........ooviiinian ., - $ 6830  $2,788 $547 $10,165 $ 6,467 $1,165 $ 7.632
“High-speed data. . .............. 2,692 835 203 3,730 2,435 321 2,756
Voice . . ....... TR 1,011 97 85 1,193 687 28 715
Total Subscription. . .............. 10,333 3,720 835 15,088 9,589 1,514 11,103
Advertising. . . ... ... e R 339 286 42 867" 527 137 664
Total . .. R A $11,072  $4,006 $877 $15,955 $10,116 $1,651 $11,767

(=) Amounts reflect revenues for the Acquired Systems for the five months following the closing of the Transactions.
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Selected subscriber-related statistics were as follows (in thousands):

Consolidated Subscribers Managed Subscribers®™
as of December 31, ) as of December 31,

2007 2006 % Change 2007 2006 % Chan
Basicvideo® . . ... ... . ... . ... . . 13,251 12,614 5% 13,251 . 13,402. (1%
Digital video™ . . .. ... ... . . e 8022 6938 16% 8,022 7270 10%
Residential high-speed data®. . ... .............. 7.620 6270 22% 7,620 6,644 15%
Commercial high-speed data® . ... .............. 280 230 22% 280 245 14%
Digital Phone® .. ............ [ 2,895. 1,719 68% 2,895 1,860 56%
Revenue generating wnits® L. 32,077 271877 15% 32,077 29,527 9%

Customer relationships® . . ... .. ... ... ......... 14,626 13,710 % 14,626 14,565 —

@ For 2006, managed subscribers included TWC’s consolidated subscribers and subscribers in the Kansas City Pool of TKCCP, which TW
received on January 1, 2007 in the TKCCP asset distribution. Beginning January 1, 2007, subscribers in the Kansas City Pool are includ
in both managed and consolidated subscriber results as a result of the consolidation of the Kansas City Pool.

® ° Basic video subscriber numbers reflect billable subscribers who receive at least basic video service.

() Digital video subscriber numbers reflect billable subscribers who receive any level of video service via digital transmissions.

) High-speed data subscriber numbers reflect billable subscribers who receive TWC’s Road Runner high-speed data service or any of t
other high-speed data services offered by TWC.

©  Digital Phone subscriber numbers reflect billable subscribers who receive an IP-based telephony service. Digital Phone subscribe
exclude subscribers acquired from Comcast in the Exchange who receive traditional, circuit-switched telephone service (which total
9,000 and 106,000 subscribers as of December 31, 2007 and 2006, respectively).

® Revenue generating units represent the total of all basic video, digital video, high-speed data, Digital Phone and circuit-switch
telephone service subscribers.

@ Customer relationships represent the number of subscribers that receive at least one level of service, encompassing video, high-speed d:
and voice (including circuit-switched telephone) services, without regard to the number of services purchased. For example, a subscrit
who purchases only high-speed data service and no video service will count as one customner relationship, and a subscriber who purcha‘
both video and high-speed data services will also count as only one customer relationship. i

Subscription revenues increased in 2007 as a result of increases in video, high-speed data and voice revenue
The increase in video revenues was primarily due to the impact of the Acquired Systems, the consolidation of t!
Kansas City Pool, the continued penetration of digital video services and video price increases. Digital vid
revenues represented 23% and 22% of video revenues in 2007 and 2006, respectively.

High-speed data revenues in 2007 increased primarily due to the impact of the Acquired Systems, tl
consolidation of the Kansas City Pool and growth in high-speed data subscribers. Commercial high-speed da
revenues increased to $435 million in 2007 from $318 million in 2006. Strong growth rates for high-speed da
service revenues are expected to continue during 2008.

‘The increase in voice revenues in 2007 was primarily due to growth in Digital Phone subscribers and
consolidation of the Kansas City Pool. Voice revenues for the Acquired Systems also included revenues associat
with subscribers acquired from Comcast who received traditional, circuit-switched telephone service of $34 milli
and $27 million in 2007 and 2006, respectively. Strong growth rates for Digital Phone revenues are expected
continue during 2008.

Average monthly subscription revenue (which includes video, high-speed data and voice revenues) per bas
video subscriber (“subscription ARPU”) increased 4% to approximately $94 in 2007 from approximately $90
2006. This increase was primarily a result of the increased penetration of advanced services (including digital vide
high-speed data and Digital Phone) in the Legacy Systems and higher video prices, as discussed above, partial
offset by lower penetration of advanced services in both the Acquired Systems and the Kansas City Pool
compared to the Legacy Systems.

Advertising revenues increased due to a $176 million increase in local advertising and a $27 million increase
national advertising. These increases were primarily due to the impact of the Acquired Systems and, to a less
extent, the consolidation of the Kansas City Pool.
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Costs of revenues. 'The major components of costs of revenues were. as follows (in millions):

Years Ended December 31,
2007 2006 % Change

Video. PrOZIAIIMANG . - « 4 v v vt vt v e s s m e m o te e e ae e $3,534  $2,523 40%
EmMploYee. . . v vve v i e e s 2,164 1,505 44%
High-speeddata . . ............ S lo4 156 5%
T - Y 455 309 47%
Other direct OPErating oSS . . . v v vt e mn v ittt i it ettt e 1,225 863 42%
Total - . . e i e s e e e $7,542  $5,356 41%

Costs of revenues increased 41%, and, as a percentage of revenues, were 47% in 2007 compared to 46% in
2006. The increase in costs of revenues was primarily related to the impact of the Acquired Systems and the
consolidation of the Kansas City Pool, as well as increases in video programming, employee, voice and other direct
operating costs. The increase in costs of revenues as a percentage of revenues in 2007 reflected lower margins in the
Acquired Systems. o

Video programming costs for the Legacy Systems, the Acqulred Systems, the Kansas City Pool and the total
systems were as follows (m millions):

Years Ended
December 31,
2007 2006

Video programming costs: A .
Legacy Systems . . ... vvvvrvenreeaann. e ey $2,305 $2,114

Acquired Systems® ... ...t S PP 1,027 409
Kansas City POOL .« o v v v vv e ee e ettt e e e 202 —
Total SYSIEIMS .« « <« v o i e e e e e s $3,534  $2,523

® 2006 amounts reflect video programming costs for the Acquired Systems for the five months following the closing of the Transactions.

The increase in video programming costs was primarily due to the impact of the Acquired Systems and the
consolidation of the Kansas City Pool, as well as contractual rate increases and the expansion of service offerings.
Average per-subscriber programmuing costs increased 8% to $22.04 per month in 2007 from $20.33 per month in
:2006. ' - S i

Employee costs increased primarily due to the impact of the Acquired Systems, the consolidation of the
Kansas City Pool, higher headcount resulting from the continued roll-out of advanced services and salary increases.
Additionally, employee costs in 2006 included a benefit of $32 million (with an additional benefit of $8 million
included in selling, general and administrative expenses) related to both changes in estimates and a correction of
prior period medical benefit accruals.

ngh—speed data service costs consist of the direct costs associated w1th the dehvery of h1gh-speed data
services, including network connectivity costs, and certain other costs. High-speed data service costs increased due
to.the impact of the Acquired Systems, the consolidation of the Kansas City Pool and subscriber growth, offset by a
decrease in per-subscriber connectivity costs.

Voice costs consist of the direct costs associated with the delivery of voice services, including network
connectivity costs. Voice costs increased primarily due to growth in Digital Phone subscribers and the consolidation
- of the Kansas City Pool, offset partially by a decline in per-subscriber connectivity costs,
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Other direct operating costs increased primarily due to the impact of the Acquired Systems and th
consolidation of the Kansas City Pool, as well as certain other increases in costs associated with the continue

roll-out of advanced services.
Selling, general and administrative expenses. The major components of selling, general and administrativ
expenses were as follows (in millions):

Years Ended December 31,
2007 2006 %0 Chang

BIIPIOYEE. « « v v oo e vt e ettt e $1,059 § 872 21%
1Y 3 <L S R 499 414 21%
0111 S LR R 1,090 840 30%

' : $2,648 $2,126 25%

Selling, general and administrative expenses increased as a result of higher employee, marketing and oth
costs. Employee costs increased primarily due to the impact of the Acquired Systems, the consolidation of tt
Kansas City Pool, increased headcount resulting. from the continued roll-out of advanced services and salar
increases. Marketing costs increased as a result of the impact of the Acquired Systems and higher marketing cos
associated with the continued roll-out of advanced services. Other costs increased primarily due to the impact of tt
Acquired Systems, the consolidation of the Kansas City Pool and increases in administrative costs associated wil
the increase in headcount discussed above.

Merger-related and restructuring costs, In 2007 and 2006, the Company expensed non-capitalizable merge
related costs associated with the Transactions of $10 million and $38 million, respectively. In addition, the resul
for 2007 and 2006 included restructuring costs of $13 million and $18 million, respectively. -

" Reconciliation of Operating Income to OIBDA.  The following table reconciles Operating Income to OIBD:
In addition, the table provides the components from Operating Income to net income for purposes of the discussio:
that follow (in millions): o o

Years Ended December 31,

2007 . 2006 % Chan

NELEIGOME - -« + « + + + e e e et et e e e e et e et e $1,123  $1976 @3
Discontinued operations, net of tax . ... . .. .. e — (1,038) (100!
Cumulative effect of accounting change, net of tax ... . . . . . e e e T —_ @ . . Qoo
Income from CODGNUING OPETAHONS .  « - v v s v v s v venmunneeeos e Sttt 112300 ~936 20
Income tax ProvISION . : cive e v v s e st en s a st e Ve 740 - o620 19
Income from continuing operations before income taxes ... .. L L REmELLLL. 1,863 0 1556 120
Interest EXPENSe, DEL . ..o v v v v s v anr s mr oo s arnr o asene s e 894 - 646 38
Income from equity INVESUDENTS, DBt . . . .. oo v v vv v nina s is o v e e sses (11) (129) (91

* Minority interest expense, Net. . ... .. . oo e P T i o 165 "108 - 53
.Qther income, net . . ....... e Y e e e Junion v - {145) 2) NM
Operating Income .. ......:....c. b oerw Doave oo R . LLoo2,766- 02,179 0 27
Depreciaion . ... vvvvvvvineanennnn s e Voo 2,704 1,883 0 0 44
AMOMHZAION . v v v v v v vt s v st et a e e e m et e 272 167 63
OIBDA. .. eeieaaaeennn P R 85742 $4229 36

NM-—Not meaningful.
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OIBDA. OIBDA increased principally due to revenue growth (particularly growth in high margin high-speed
data revenues), partially offset by higher costs of revenues and selling, general and administrative expenses, as
discussed above. .

Depreciation expense. Depreciation expense increased primarily due to the impact of the Acquired Systems,
the consolidation of the Kansas City Pool and demand-driven increases in recent years of purchases of customer
prcmlsc equipment, which generally bas a shorter useful life compared to the mix of assets previously purchased.

“Amortization expense. Amortization expense increased primarily as a result of the amortization of intangible
assets related to customer relationships associated with the Acquired Systems. This was partially offset by the
absence after the first quarter of 2007 of amortization expense associated with customer relationships recorded in

. connection with the restructuring of TWE in 2003, which were fully amortized at the end of the first quarter of 2007.

Operating Income, Operating Income increased primarily due to the increase in OIBDA, parually offset by
increases in both depreciation and amortization expense, as discussed above.

The Company anticipates that OTBDA and Operating Income will increase during 2008 as compared to 2007,
although the rate of growth is expected to be lower than that experienced in 2007 as each year will include the results
of the Acquired Systems and the Kansas City Pool for the full twelve-month period.

Interest expense, net. Interest expense, net, increased primarily due to an increase in long-term debt and
mandatorily redeemable preferred membership units issued by a subsidiary in connection with the Transactions,
partially offset by a decrease in mandatorily redeemable preferred equity issued by a subsidiary as a result of the
ATC Contribution.

Income from equity investments, net. Income from equity investments, net, decreased pmnanly due to the
Company no longer treating TKCCP as an equity-method investment. Refer to “Overview—Recent
Developments—TKCCP Joint Venture” for additional information.

Minority interest expense, net. Minority interest expense, net, increased primarily reflecting the change in
the ownership structure of the Company and TWE as a result of the ATC Contribution and the Redemptions.

 Other mbomé,' net. During 2007, the Company recorded a pretax gain of $146 million as a result of the
distribution of TKCCP’s assets, which was treated as a sale of the Company’s 50% equity interest in the Houston
Pool. Refer to “Overview—Recent Developments—TKCCP Joint Venture” for additional information.

 Income tax provision. TWC’s income tax provision has been prepared as if the Company operated as a stand-
alone taxpayer for all periods presented. In 2007 and 2006, the Company recorded income tax provisions of
$740 million and $620 million, respectively. The effective tax rate was approximately 40% in both 2007 and 2006,

Income from continuing opeérations. Income from continuing operations was $1.123 billion in 2007
compared to $936 million in 2006. Basic and diluted income per common share from continuing operations
were $1.15 in 2007 compared to $0.95 in 2006. These increases were due to an increase in Operating Income and
other income, net, partially offset by increases in interest expense, net, income tax provision and mority interest
expense, net, and a decrease in income from equity investments, net. '

Discontinued operations, net of tax. Discontinued operations, net of tax, in 2006 reflected the impact of
treating the Transferred Systems as discontinued operations. In 2006, the Company recognized pretax income
applicable to these systems of $285 million ($1.038 billion, net of a tax benefit). Included in the 2006 results were a
pretax gain of $165 million on the Transferred Systems and a net tax benefit of $800 million comprised of a tax
benefit of $814 million on the Redemptions, partially offset by a provision of $14 million on the Exchange. The tax
benefit of $814 million resulted primarily from the reversal of historical deferred tax liabilities that had existed on
systems transferred to Comcast in the TWC Redemption. The TWC Redemption was designed to qualify as a tax-
free split-off under section 355 of the Internal Revenue Code of 1986, as amended, and, as a result, such liabilities
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were no longer required. However, if the Internal Revenue Service (the “IRS”) were successful in challenging the
tax-free characterization of the TWC Redemption, an additional -cash liability .on account of taxes of up to an
estimated $900 million could become payable by the Company.

Cumulative effect of accounting change, net of tax. In 2006, the Company recorded a benefit of $2 million,
net of tax, as the cumulative effect of a change in accounting principle upon the adoption of Financial Accounting
Standards Board (“FASB™) Statement of Financial Accounting Standards (“Statement™) No. 123 (revised 2004),
Share-Based Payment (“FAS 123R”) to recognize the effect of estimating the number of Time Warner equlty-based
awards granted to TWC employees prior to January 1, 2006 that are not ultimately expected to vest.

Net income and net income per common share. Net income was $1.123 billion in 2007 compared to
$1.976 hillion in 2006. Basic and diluted net income per common share were $1.15 in 2007 compared t0.$2.00 in
2006.

2006 vs. 2005

Revenues. Revenues by major category were as follows (in millions):
Years Ended December 31,

2006 2005 % Change
Subscription: .
Video . . o e e e e s $ 7632 36,044 26%
CHigh-speed data. . ... . .. e e e e e 2,756 1,997 38%l
£ T 715 272 163%.
Total Subscription .................................................. 11,103 8,313 34%
AdVertising. . o e e e e e e 664 499 "33%
Total ..ot e $11,767 $8812 34%

Revenues by major catcgory for the Legacy Systems, the Acquired Systems and the total systems were as
follows (in millions): . _
" Year Ended December 31, 2006 Year Ended December 31, 2005

Legacy Acquired Total Legacy Aéquired Total
Systems  Systems®™  Systems Systems ~ Systems  Systems

Subscription:

TVIdEO . e e $ 6,467 $1,165 $ 7,632 $6,044 ° $— $6,044
I—hgh-speed data............. ... .. 0. 2435 - 321 2,756 - 1,997 — 1,997
Voice .. ... e e : 637 28 715 272 o 272

Total Subscription ................ ... ..., 9,589 1,514 11,103 8,313 — 8,313
Advertlsmg ............ et et 527 . 137 664 499 Po— 499
TORl .+« v cee et e $10,116  $1,651  $11,767  $8,812 $— $8,812

@ Amounts reflect revenues for the Acquired Systems for the five months following the closing of the Transactions.
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Selected subscriber-related statistics were as follows (in thousands):

Consolidated Subscribers Managed Subscribers®
as of December 31, as of December 31,
2006 2005 % Change 2006 2005 % Change
Basic video® . . . .. iii i, 12614 8,603 47% 13,402 9,384 43%
Digital video® . . ... ... e 6,938 4,294 62% 7270 4,595 58%
Residential high-speed data®. . .. ............... 6270 3,839 63% 6,644 4,141 60%
Commercial high-speed data® ., . ................ 230 - 169 36% 245 183 34%
Digital Phone®™ . ... ..o o 1,719 913 88% 1,860 998 86%
Revenue generating wnits® ... ... ... .. ...... 27,877 17818 56% 29,527 19,301 53%
Customer relationships® . . . .. e 13,710 9,248 43% 14,565 10,088 44%

®  Managed subscribers include TWC’s consolidated subscribers and subscribers in the Kansas City Pool of TKCCP, which TWC received
. on January 1, 2007 in the TKCCP asset distribution.
®  Basic video subscriber numbers reflect biliable subscribers who receive at least basic video service.
©  Digital video subscriber numbers reflect billable subscribers who receive any level of video service via digital ransmissions.
@ High speed data subscriber numbers reflect billable subscribers who receive TWC’s Road Runner high-speed data service or any of the
" other high-speed data services offered by TWC.
©  Digital Phone subscriber numbers reflect billable subscribers who receive an IP-based telephony service. Digital Phone subscribers
exclude subscribers acquired from Comcast in the Exchange who receive traditional, circuit-switched telephone service (which totaled
106,000 subscribers as of December 31, 2006).
®  Revenue generating units represent the total of all basic video, digital video, high-speed data, Digital Phone and circuit-switched
telephone service subscribers.
® Customer relationships represent the number of subscribers that receive at least one level of service, encompassing video, high-speed data
and voice (including circuit-switched telephone) services, without regard to the number of services purchased. For example, a subscriber
who purchases only high-speed data service and no video service will count as one customer relationship, and a subscriber who purchases
both video and high-speed data services will also count as only one customer relationship.

Subscription revenues increased in 2006 as-a result of increases in video, high-speed data and Digital Phone
revenues. The increase in video revenues in 2006 was primarily due to the Acquired Systems, the continued
penetration'éf digital video services and video price increases and growth in basic video subscriber levels in the
Legacy Systems. Digital video revenues represented 22% and 20% of video revenues in 2006 and 2003,
respectively. - '

High-speéd data revenues in 2006 increased primarily due to the Acquired Systems and growth in high-speed
data subscribers. Commercial high-speed data revenues increased to $318 million in 2006 from $241 million in
2005.

The increase in voice revenues in 2006 was primarily due to growth in Digital Phone subscribers. Voice
revenues in 2006 also included $27 million of revenues associated with subscribers acquired from Comcast who
received traditional, circuit-switched telephone service. As of December 31, 2006, Digital Phone service was only
available in some of the Acquired Systems on a limited basis.

-Subscription ARPU increased 11% to approximately $90 in 2006 from approximately $81 in 2005 as a result
of the increased penetration in advanced services and higher video rates, as discussed above.

Advertising revenues increased primarily due to a $136 million increase in local advertising and a $29 million
increase in national advertising in 2006, primarily attributable to the Acquired Systems. Excluding the results of the
Acquired ‘Systems, Advertising revenues increased slightly as a result of an increase in political advertising
revenues in 2006.
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Costs of revenues. The major components of costs of revenues were as follows (in millions):

Years Ended December 31,
2006 2005 % Change

Video PrOGIAMMING. . . . . . oo o\ v et e e et et e e $2,523  $1,889 34%
Employee. ............. e e et e e e e e e e e e e e 1,505 1,156 30%
High-speed ata . . ..o oottt e ottt e e 156 102 53%
Voice.......ooovviiiiitn T T T T T A 309 122 153%
Other direct operatiBg COStS . . .. ..ttt it it e e e e e e 863 . 649 33%

Tota] . . e 85,356  $3,918 _ 37%

Costs of revenues increased 37%, and, as a percentage of revenues, were 46% in 2006 compared to 44% in
2005. The increase in costs of revenues was primarily related to the Acquired Systems, as well as increases in video
programming, employee and voice costs. The increase in costs of revenues as a percentage of revenues reflected the
items noted above and lower margins for the Acquired Systems

Video programming costs for the Legacy Systems, the Acqmred Systems and the total systems were as follows
(in millions): .

" Years Ended

December 31,
T 2006 2005
Video programming costs: : . o
D egacy SYSteImS . . .. e $2,114 - $1,889
Acquired Systems'™ . ... ... P el 409 —
Total systems .. .. .. e e e S, e . $2,523  $1,88D

(@ 2006 amounts reflect video programming costs for the Acquired Systems for the ﬁve.gnonlth,s following the closing =of.ﬂ;ei Transactions,

The increase in video programming costs was primarily due to the Acquired Systems, higher sports network
programming costs, the increase in video subscribers and non-sports-related contractual rate increases. Per-
subscriber programming costs increased 11%, to $20.33 per month in 2006 from $18.35 per month in 2005, The
increase in per-subscriber programming costs was primarily due to higher Sports network programming costs and
non-sports-related contractual rate increases.

- Employee costs increased primarily due to the Acquired Systems, salary increases and higher headcount
resulting from the roll-out of advanced services. These increases were partially offset by a benefit of $32 million
(with an additional benefit of $8 million included in selling, general and administrative expenses) related to both
changes in estimates and a correction of prior period medical benefit accruals.

High-speed data service costs increased due to the Acquired Systems, subscriber growth-and an increase in per-
subscnber connectivity costs.

Voice costs increased primarily due to growth in Digital Phone subscribers.

Other direct operating costs increased due to revenue-driven increases in fees paid to local franchise
authorities, as well as increases in other costs associated with the continued roll-out of advanced servxces,
including Digital Phone.
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Selling, general and administrative expenses. The major components of selling, general and administrative
expenses Were as follows (in millions): -

Years Ended December 31,
2006 2005 % Change

BIPIOYEE . .« o o eveneneeenn e ST PP . $ 872 $ 678  29%
Marketing ..o -vvvovnrmeemsnnmnenm s e e 414 306 35%
Other. . . v vne e T R 840 545 - 54%
TOAL - v v e v e e eee e SO P $2,126  $1,529 39%

Selling, general and administrative expenses increased as a result of highcr employee, marketing and other
costs. Employee costs increased primarily due to the Acquired Systems, increased headcount resulting from the '
continued toll-out of advanced services and salary increases. Marketing costs increased as a result of the Acquired

‘Systems and higher costs associated with the roll-out of advanced services. Other costs increased pfimarily due to
_the Acquired Systems and increases in administrative costs associated with the increase in beadcount discussed

above.

Merger-related and restructuring COSts. In 2006 and 2005, the Company expensed $38 million and
$8 million, respectively, of non-capitalizable merger-related cds_ts associated with the Transactions. These
merger-related costs were related primarily to consulting fees concerning integration planning for the
Transactions and other costs incurred in comnection with notifying new customers of the change in cable
providers. In addition, the results for 2006 included $18 million .of restructuring costs. The results for 2005
incladed $35 million of restructuring costs, primarily associated .with the early retirement of certain senior
executives and the closing of several local news channels, partially 6ffset by a $1 million reduction in restructuring
charges, reflecting changes to previously established restructuring accruals. The Company’s restructuring activities
were part of the Compatly’s broader plans to simplify its organizational structure and enhance its customer focus.

 Reconciliation of Operating Income to OIBDA.  The following table re‘tc_iﬂciles Operating Income to OIBDA.
In addition, the table provides the components fromn Operating Income.to net income for purposes of the discussions
that follow (in millions): T ' ' ' '

it

Years Ended December 31,
L . L 2006 2005 % Change
Net income , . . . - N L SR S5 7 " .$1976 $1,253 - -158%
Discontinued operations, net of tax . .. v o D i WL (1,038) (104) ©  NM.
Cumulative effect of accounting.change, net of tax . .5 o vy o v vvs i 2) . — NM
Income from cONtnUNg OPEratONS. . .« « v o v v v v rrreenn e 936 1,149 (19%)
Income tax provision. ... ... TR [ R 620 153 305%
Income from continuing operations ,Béfqre income taxes . . .".'" ..... . Cheeera s " 1,556 1,302 20%
Interest eXpense, Det . . ... .. .- P P O .. 6e46 464 39%
Income from equity investments, net. . ... ...... L .. e .. (129) (43) 200%
Minority interest €Xpense, Met. . .. ..vvevennoe-nss e S . 108 64 69%
Other income, et . « v v v v v e es R O LTI ) M ¢ ) 100%
Operating ICOME « .+« + .o v evanneinonsseesennees L bl 21190 L7860 2%
Depreciation .. ...« «.onus R [ e L., 1,883 1465 29%
Amortization . .. ... e U O SR 167 72 132%
OIBDA......... BT [P LT .. $4229 $3,323 21%

NM—Not meaningful. - . T
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OIBDA. OIBDA increased due to the Acquired Systemns and revenue growth (particularly growth in high
margin high-speed data revenues), partially offset by higher costs of revenues and selling, general anc
administrative expenses, as discussed above,

Depreciation expense. Depreciation expense increased primarily due to the Acquired Systems and demand-
driven increases in recent years of purchases of customer premise equipment, which generally has a significantly
shorter useful life compared to the mix of assets previously purchased.

Amortization expense. Amortization expense increased as a result of the amortization of intangible asset:
related to customer relationships associated with the Acquired Systems.

Operating Income. 'y Operating Income increased primarily due to the increase in OIBDA, partially offset by
the increase in depreciation and amortization expense, as discussed above.

Interest expense, net. Interest expense, net, increased primarily due to an increase in debt levels attributable
to the Transactions.

Income from equity investments, net. Income from equity investments, net, increased primarily due to ar
increase in the profitability of TKCCP, as well as changes in the economic benefit of TWE’s partnership interest ir
TKCCP due to the then pending dissolution of the partnership triggered by Comcast on July 3, 2006, Beginning ir
the third quarter of 2006, the income from TKCCP reflects 100% of the operations of the Kansas City Pool and does
not reflect any of the economic benefits of the Houston Pool. In addition, income from equity investments, nel
reflects the benefit from the allocation of all the TKCCP debt to the Houston Pool, which reduced interest expense
for the Kansas City Pool.

Minority interest expense, net. Minority interest expense, net, increased primarily reflecting the change ir
the ownership structure of the Company and TWE as a result of the ATC Contribution and the Redemptions.

Income tax provision. TWC’s income tax provision has been prepared as if the Company operated as a stand-
alone taxpayer for all periods presented. In 2006 and 2005, the Company recorded income tax provisions of
$620 million and $153 million, respectwely The effective tax rate was approximately 40% in 2006 compared tc
approximately 12% in 2005. The increase in the effective tax rate was primarily due to the favorable impact in 2005
of state tax law changes in Ohio, an ownership restructuring in Texas and certain other methodology changes. The
income tax provision for 2005, absent the noted deferred tax impacts, would have been $532 million, with a related
effective tax rate of approximately 41%.

Income from continuing operations. Income from continuing operations was $936 million in 2006 compared
to $1.149 billion in 2005. Basic and diluted income per common share from continuing operations were $0.95 ir
2006 compared to $1.15 in 2005. These decreases were primarily due to the increase in the income tax provision
discussed above, and higher interest expense, partially offset by mcreascd Operatmg Income and income from
equity investments, net. .

Discontinued operations, net of tax. Discontinued operations, net of tax, reflect the impact of treating the
Transferred Systems as discontinued operations. In 2006 and 2005, the Company recognized pretax income
applicable to these systems of $285 million and $163 million, respectively, ($1.038 billion and $104 million
respectively, net of a tax benefit). Included in the 2006 results were a pretax gain of $165 million on the Transferrec
Systems and a net tax benefit of $800 million comprised of a tax benefit of $814 million on the Redemptions.
partially offset by a provision of $14 million on the Exchange. The tax benefit of $814 million resulted primarily
from the reversal of historical deferred tax liabilities that had existed on systems transferred to Comcast in the TWC
Redemption. The TWC Redemption was designed to qualify as a tax-free split-off under section 355 of the Interna
Revenue Code of 1986, as amended, and as a result, such liabilities were no longer required. However, if the IRS
were successful in challenging the tax-free characterization of the TWC Redemption, an additional cash 11ab111ty or
account of taxes of up to an estimated $900 million could become payable by the Company.
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Cumulative effect of accounting change, net of tax. In 2006, the Company recorded a benefit of $2 million,
net of tax, as the cumulative effect of a change in accounting principle upon the adoption of FAS 123R, to recognize
the effect of estimating the number of Time Warner equity-based awards granted to TWC employees prior to
January 1, 2006 that 4re not ultimately expected to vest.

Net income and Net income per common share. Net income was $1.976 billion in 2006 compared to
$1.253 billion in 2005. Basic and diluted net income per common share were $2.00 in 2006 compared to $1.25in
2005. ' : '

FINANCIAL CONDITION AND LIQUIDITY

Management believes that cash generated by or available to TWC should be sufficient to fund its capital and
liquidity needs for the foreseeable future. TWC’s sources of cash include cash provided by operating activities, cash
and equivalents on hand, available borrowing capacity under its committed credit facilities and commercial paper
program and access to the capital markets. TWC’s unused committed available funds were $3.881 billion as of
December 31, 2007, including $232 million in cash and equivalents and $3.649 billion of available borrowing
capacity under the Company’s $6.0 billion senior unsecured five-year revolving credit facility.

Current Financial Condition

As of December 31, 2007, the Company had $13.577 billion of debt, $232 million of cash and equivalents (net
debt of $13.345 billion, defined as total debt less cash and equivalents), $300 million of mandatorily redeemable
non-voting Series A Preferred Membership Units issued by TW NY in connection with the Adelphia Acquisition
(the “TW NY Preferred Membership Units”) and $24.706 billion of shareholders’ equity. As of December 31,2006,
the Company had $14.432 billion of debt, $51 million of cash and equivalents (net debt of $14.381 billion),
$300- million of TW NY Preferred Membership Units and $23.564 billion of shareholders™ equity.

“The following table shows the significant items contributing to the decrease in net debt from December 31,
2006 to December 31, 2007 (in millions):

Balance as of December 31, 20065 . .. . i e e $14,381
Cash provided by operating activities ... ... ... . . i e (4,563)
Capital eXpendittules . . . - .« vttt e e 3,433
Proceeds from the sale of certain cable systems to the Consortium . . . .. ... vt in it aes s (52)
N L 1T O o= S 146
Balance as of December 31, 2007 | . L e $13,345

® Amounts include unamortized fair value adjustments of $126 million and $140 million as of December 31, 2007 and 2006, respectively,
which were recognized as a result of the merger of America Online, Inc. (now known as AOL. LLC) and Time Warner Inc. (now known as
Historic TW Inc.). - .

Cash Flows

Cash and equivalents increased by $181 million and $39 million in 2007 and 2006, respectively, and decreased
by $90 million in 2005. Components of these changes are discussed below in more detail.
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Operating Activities

Details of cash ‘provided by operating activities are as follows (in millions):
' Years Ended December 31,
2007 2006 2005

OBDA ......ouve, RO e $5742  $4229  $37323

Net interest payments™ , ... .. .......... ... .. R (845) (662)  (507)
Net income taxes paid®. .. ........ ... ... ... ... ... . ... .. ... e (292)  (474)  (535)
Noncash equity-based compensation ,.................. .. ... e, 5% 33 33
Net cash flows from discontinued operations® .. ... ...... ... ... ... ... ... . 47 112 237
Merger-related and restructuring payments, net of accruals® ., .. ... .......... . .1 (11) 3) 30
Pension plan contributions . ................ e e e et et 1) (101) 1)
All other, net, including working capital changes. . ... .................... ... . . (136) 461 30
Cash provided by operating activities. . ........... .. ..., e e $4.563  $3,595  $2,540

® Amounts include interest income received of $10 million and $5 million in 2007 and 2006, respectively (none in 2005),

®  Amounts include income tax refunds received of $6 million, $4 million and $6 million in 2007, 2006 and 2005, respectively.

) Amounts reflect net income from discontinued operations of $1.038 billion and $104 million in 2006 and 2005, respectively (none in
2007), as well as noncash gains and expenses and working capital-related adjustments of $47 million, $(926) million and $133 million in
2007, 2006 and 2005, respectively. . . . .

@ Amounts include payments for merger-related and restructurin costs and payments for certain other merger-related Liabilities, net of
accruals. '

Cash provided by operating activities increased from $3.595 billion in 2006 to $4.563 billion in 2007. This
increase was primarily related to an increase in OIBDA (due to revenue growth, partially offset by increases in costs
of revenues and selling, general and administrative expenses, as described above) and a decrease in net income taxes
paid (primarily as a result of the timing of tax-related payments to Time Warner under the Company’s tax sharing

- arrangement, as well as tax benefits related to the Transactions) and a decrease in pension plan contributions, which

were partially offset by a change in working capital requirements, an increase in net interest payments reflecting the

increase in debt levels attributable to the Transactions and a decrease in cash relating to discontinued operations.

The change in working capital requirements was primarily due to the timing of payments and collections of
accounts receivable, .

The Economic Stimulus Act of 2008, enacted in the first quarter of 2008, provides for a bonus _ﬁrst year
depreciation deduction of 50% of qualified property. The benefits of this legislation will be applicable to certain of
the Company’s capital expenditures and are expected to reduce the Company’s net income tax payments in 2008.

The Company expects to make discretionary cash contributions of approximately $150 million to its defined
benefit pension plans during 2008, subject to market conditions and other considerations.

Cash provided by operating activities increased from$2.540 billion in 2005 to $3.595 billion in 2006. This
increase was primarily related to an increase in OIBDA (due to revenue growth, partially offset by increases in costs
of revenues and selling, general and administrative expenses, as described above), a decrease in working capital
requirements and a decrease in net income taxes paid, partially offset by lower net cash flows from discontinued
operations, an increase in net interest payments and an increase in merger-related and restructuring payments, The
decrease in working capital requirements was primarily due to impact of the Transactions, as well as the timing of
payments of accounts payable and accrued liabilities, partially offset by lower cash collections on receivables.
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Investing Activities
.Details of cash used by investing activities are as follows (in millions):
Years Ended December 31,

2007 2006 2005

Investments and acquisitions, net of cash acquired and distributions received:

Distributions received from an investee™. . ... .. ... e $ 51 § — $ —

Adelphia Acquisition and the Exchange® . ... viiiiienenns e 25) (9,080) —

Wireless joint venture’™ . . . ... ... . (33) (633) f—

Redemption of Comcast’s interest in TWE. . ... .. e e — (147) —

Allother ........... e T (53) (2) (113)
Capital expenditures from continuing operations .............. it (3.433) (2,718)  (1,837)
Capital expenditures from discontinued operations . . ........ ... cveeinennnnn, R (56) (138)
Proceeds from the sale of certain cable systems to the Consortinm., .. .. ..... s 52 — —
Proceeds from the repayment by Comcast of TKCCP debt owed to TWE-A/N ........ S 631 —
Proceeds from disposal of property, plant and equipment .. ............... ... . T e ‘6 4
Investment activities of discontinued OPETaHONS . . .. ... oo vt ne e annrrrnnn. — — (48) .
Cash used by ‘investing activities ............... ... ... L e e $(3.432) $(11,999) $(2,132)

®  Distributions received from an investee represents distributions received from Sterling Entertainment Enterprises, LLC (d/b/a SportsNet
New York), an equity-method investee. ’ ; R )

®  Included in the cash used for the Adelphia Acquisition and the Exchange in 2006 is cash paid at closing of $8.935 billion, a contractual
closing adjustment of $67 million and other transaction-related costs of $78 million. Cash used for the Adelphia Acquisition and the
Exchange in 2007 primarily represents additional transaction-related costs, including working capital adjustments.

©  Cash used for the wireless joint venture in 2006 represents the Company’s initial investment in a wireless spectrum joint venture with
several other cable companies (the “Wireless Joint Venture”). Included in cash used ‘for the Wireless Joint Venture in 2007 is 2

_ contribution of $28 million to the Wireless Joint Venture to fund the Company’s share of a payment to Sprint Nextel Corporation

(“Sprint”) to purchase Sprint’s intérest in the Wireless Joint Venture for an amount equal to Sprint’s capital contributions. Under certain
circumstances, the remaining members have the ability to exit the Wireless Joint Venture and receive from the Wireless Joint Venture,
subject to certain limitations and adjustments, advanced wireless spectrum licenses covering the areas in which they provide cable
services. : :

Cash used by investing activities decreased from $11:999 biltion in 2006 to $3.432 billion in 2007. This
decrease was principally due to payments associated with the Transactions, which closed on July 31, 2006, and a
decrease in investment spending related to the Company’s investment in the Wireless Joint Venture. This decrease
was partially offset by an increase in capital expenditures from continuing operations, driven by the Acquired
Systerns, as well as the continued roll-out of advanced digital services in the Legacy Systems, and the receipt of
proceeds associated with the repayment by Comcast of TKCCP debt owed to TWE-A/N during 2006.

Cash used by investing activities increased from $2.132 billion in 2005 to-$11.999 billion in 2006. This
increase was principally due to payments associated with the Transactions, which closed on July 31, 2006, and an
increase-in capital expenditures from continuing operations, driven by capital expenditures associated with the
integration of the Acquired Systems, the continued roll-out of advanced digital services, including Digital Phone
services, and continued growth in high-speed data services. The increase also reflects the investment in the Wireless
Joint Venture, partially offset by the receipt of proceeds associated with the repayment by Comcast of TKCCP debt
owed to TWE-A/N during 2006 and decreases in investment spending related to the Company’s equity investments
and other acquisition-related expenditures and capital expenditures from discontinued operations.

. - - .
. :
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TWC’s capital expenditures from continuing operations included the following major categories (in millions):

“Years Ended December 31,
2007 2006 2005

Customer premise equipment™® . ., .. ... ... et a e e $1.485 $1,125 $ -80S

Scalable infrastructure™ . .. ... ... 604 568 325
Line extensions® . ..................... S PO L. 312 280 233
Upgrades/rebuilds® . . . . . ... Ceee © 315 151 113
Support capital® . . . ... it 657 504 359
Total capital expenditures . . . ... oottt t i e e e e $3.433  $2,718 $1,837

@ Amounts represent costs incurred in the purchase and installation of equipment that resides at a customer’s home or business for the
i purpose of receiving/sending video, high-speed data and/or Digital Phone signals, Such equipment typically includes digital set-top
boxes, remote controls, high-speed data modems, telephone modems and the costs of installing such new equipment. Customer premise
equipment also includes materials and labor incurred to install the “drop” cable that connects a customer’s dwelling or business to the
closest point of the main distribution network.
®  Amounts represent costs incurrtd in the purchase and installation of equipment that controls signal reception, processing and transmission
throughout TWC’s distribution network, as well as controls and communicates with the equipment residing at a customer’s home o1
business. Also included in scalable infrastructure is certain equipment necessary for content aggregation and distribution
(video-on-demand equipment) and equipment necessary to provide certain video, high-speed data and Digital Phone service features
(voicemail, e-mail, etc.).

€} Amounts represent costs incurred to extend TWC's distribution network into a geographic area previously not served. These costs

typically include network design, the purchase and installation of fiber optic and coaxial cable and certain electronic equiprment.
@ Amounts Tepresent costs incurred to upgrade or replace certain existing components or an entire geographic area of TWC’s distribution
. network. These costs typically include network design, the purchase and installation of fiber optic and coaxial cable and certain electronic
equipment.
®  Amounts represent all other capital purchases required to run day-to-day operations. These costs typically include vehicles, land and
buildings, computer hardwam/software oﬁice equipment, furniture and fixtures, tools and test equipment.

TWC incurs expenditures associated with the construction of its cable systems. Costs associated with the
construction of the cable transmission and distribution facilities and new cable service installations are capitalized.
TWC generally capitalizes expenditures for tangible fixed assets having a useful life of greater than one year.
Capitalized costs include direct material, labor and overhead and interest, Sales and marketing costs, as well as the
costs of repairing or maintaining existing fixed assets, are expensed as incurred. With respect to certain customer
premise equipment, which includes set-top boxes and. high-speed data and telephone cable modems, TWC
capitalizes ‘installation charges.:only: upon .the initial deployment of these assets. All costs incurred -in

-subsequent disconnects and reconnects are expensed as incurred. Depreciation on these assets is provided,

generally using the straight-line method, over their estimated useful lives. For set-top boxes and modems, the
useful life is 3 to 5 years, and, for distribution plant, the useful life is up to 16 years.

In connection with the Transactions, TW NY acquired significant amounts of property, plant and equipment,
which were recorded at their estimated fair values. The remaining useful lives assigned to such assets were
generally shorter than the useful lives assigned to comparable new assets, to reflect the age, condition and intended

“use of the acquired property, plant and equipment.

As aTesult of the Transactions, the Company has made significant capital expénditures related to the continued
integration of the Acquired Systems, including improvements to plant and technical performance and upgrading
$ystem capacity to allowthe Company to offer its advanced services and features in the Acquired Systems. Through
December 31, 2007, TWC incurred approximately $400 million of such expenditures (including approximately
$200 million incurred during 2007). These upgrades were substantially completed by the end of 2007.
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Financing Activities
Details of cash provided (used) by financing activities are as follows (in millions):
Years Ended December 31,

_ 2007 2006 2005
Borrowings (repayments), NEt™ . . . ... .o vt $(1,574) $ 634 $(422)
Borrowings™. . . . i i P 8,387 10,300 —
Repayments™ .. ... ... ..ot T (7,679) (975) —
Issuance of TW NY Preferred Membership Units. . . . ..o o v veiiv v — 300 —
Redemption of Comeast’s interest in TWC .. ..o oivnni i — (1,857) —
Excess tax benefit from exercise of stock options. . .. .. ... i i e 5 4 _—
Principal payments on capital leases. . .. ... . o 4) (€)] H
Distributions to owners, NEt . . . .. e (24) (31) (30
Other financing activities . ... ...t e (61) 71 —
Debt repayments of discontinued operations . .......... Lo — — (45)
Cash provided (used) by financing activities . ........... ... ..o ... % (950) $ 8443 $(498)

®  Bomowings (repayments), net, reflects borrowings under the Company’s commercial paper program with original maturities of three
months or less, net of repayments of such borrowings. Borrowings (repayments), net, also includes $29 million and $17 million of debt
issuance costs in 2007 and 2006, respectively. e

®  Amounts represent borrowing and repayments related to debt instruments with original maturities greater than three months.

) Distributions to owners, net, represents partnership tax distributions and stock option distributions.

Cash used by financing activities was $950 million in 2007 compared to cash provided by financing activities
of $8.443 billion in 2006. Cash used by financing activities for 2007 included net repayments under the Company’s
debt obligations and payments for other financing activities, while cash provided by financing activities for 2006
included significant net borrowings primarily associated with the financing of the Transactions, the issuance of the
TW NY Preferred Membership Units in connection with the Transactions and other financing activities, net of cash
used in the TWC Redemption on July 31, 2006.

Cash provided by financing activities was $8.443 billion in 2006 compared to cash used by financing activities
of $498 million in 2005, Cash provided by financing activities in 2006 included significant net borrowings primarily
agsociated with the financing of the Transactions, the issuance of the TW NY Preferred Membership Units in
connection with the Transactions and other financing activities, net of cash used in the TWC Redemption on July 31,
2006. Cash used by financing activities in 2005 primarily included net repayments of outstanding borrowings under
the Company’s commercial paper program.
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Free Cash Flow

i - Reconciliation of Cash provided by operating activities to Free Cash Flow. The following table reconciles
‘ ; Cash provided by operating activities to Free Cash Flow (in millions):
[ | - Years Ended December 31,
b 20072006 2005
1] - Cash provided by operating activities . . . .. ............. ... ... 00 $4563 $3,595 $2,540
il Reconciling items: ' :
il Discontinued operations, net of taX. . .. . ..o oot uut e —_ (1,038) (104)
il J , Adjustments relating to the operating cash flow of discontinued operations . . . . ...... (47) 926 (133)
! o Cash provided by continuing operating activities . . .. ........... oo, 4,516 3,483 2,303
i - Add: Excess tax benefit from exercise of Stock OPHORS. . . .. ..o oo v st s 5 4 -
1'. [He Less: '
i Capital expenditures from continuing operations. . . . ... ...........\0onorru. . (3.433) (2,718) (1,837)
e Partnership tax distributions, stock option distributions and principal payments on ’ \
| i capital leases of continuing operations. ... ... ........... ... .0\’ (28) (34) (31)
' ; Free Cash Flow . . ... e ... 31060 $ 735 § 435

Free Cash Flow increased from $735 million in 2006 to $1.060 billion in 2007 primarily as a result of an
{i increase in cash provided by continuing operating activities, partially offset by an increase in capital expenditures
from continuing operations, as discussed above.

Free Cash Flow increased from $435 million in 2005 to $735 million in 2006. This increase of $300 million
| was primarily driven by a $906 million increase in OIBDA, as previously discussed, arid a decrease in working
xLl ; capital requiréments, partially offset by an increase in capital expenditures from continuing operations.
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Outstanding Debt and Mandatorily Redeemable Preferred Equity and Available Financial Capacity

Debt and mandatorily redeemable preferred equity as of December 31, 2007 and December 31, 2006 were as

follows:
++ Outstanding Balance as of

Interest Rate at .
December 31, December 31, December 31,
2007 Maturity 2007 2006
o ' (in millions)
Bank credit %g;reements and commercial paper . o
program®® L 5391%° 2011 $ 5,256 $11,077
“TWE notes and debentures®® .. ......... L 7250%®° 2008 601 602
10.150%% 2012 267 271
8.875%" 2012 365 369
8.375%® 2023 "1,040 1,043
SR 8.375%% 2033 P 1,053 - 1,055
TWC notes and debEntures . . .« .o vvvevneerooennans 5.400%% . .2012 1,498 —
5.850%% 2017 1,996 . j—
: 6.550%® 2037 1,491 —
TW NY Preferred Membership Units . .. ... ....on.t. 8.210% 2013 300 300
Capital leases and OtEr . .. ..o vvvvnverennonenass 10® 15®
TOL. + e e e et e et e e _ $13,877 $14,732

@ Unused capacity, which includes $232 million and $51 miltion in cash and equivalents as of December 31, 2007 and 2006, respectively,
equals $3.881 billion and $2.798 billion as of December 31, 2007 and 2006, respectively. Unused capacity as of December 31, 2007 and
2006 reflects a reduction of $135 million and $159 million, respectively, for outstanding letters of credit backed by the Company’s-senior
unsecured five-year revolving credit facility. .

®  Qutstanding balance amounts exclude an unamortized discount on commercial paper of $5 million and $17 million as of December 31,

. 2007 and 2006, respectively. -

@) Rate represents a weighted-average interest rate.

@  Amounts include an unamortized fair value adjustment of $126 million and $140 million as of December 31, 2007 and 2006, respectively.

®  AsofDecember 31,2007, the Company has classified $601 million of TWE debentures due within the next twelve months as long-term in
the accompanying consolidated balance sheet to reflect management’s intent and ability to refinance the obligation on a long-term basis
‘through the utilization of the unused committed capacity under the Company’s senior unsecured five-year revolving credit facility, if
necessary. ' ' .

®  Rate represents the stated rate at original issuance. The effective weighted-average interest rate for the TWE notes and debentures in the
aggregate is 7.64% at December 31, 2007. - :

® . Rate represents the stated rate at original issuance. The effective weighted-average interest rate for the TWC notes and debentures inthe
aggregate is 5.97% at December 31, 2007. . ‘

®  Amounts include $4 million of capital leases due within one year as of December 31, 2006 (none as of December 31, 2007).

See Note 8 to the accompanying consolidated financial statements for further details regarding the Company’s
outstanding debt and mandatorily redeemable preferred equity and other financing arrangements, including certain
information about maturities, covenants, rating triggers and bank credit agreement leverage ratios relating to such
debt and financing arrangements. ' '
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Contractual and Other Obligations
Contractual Obligations

The Company has obligations under certain contractual arrangements to make future payments for goods and
services. These contractual obligations secure the future rights to various assets and services to be used in the
normal course of operations. For example, the Company is contractually committed to make certain minimum Jease
payments for the use of property under operating lease agreements. In accordance with applicable accounting rules,
the future rights and obligations pertaining to firm commitments, such as operating lease obligations and certain
purchase obligations under contracts, are not reflected as assets or liabilities in the accompanying consolidated
balance sheet.

The following table summarizes the Company’s aggregate contractual obligations at December 31, 2007, and
the estimated timing and effect that such obligations are expected to have on the Company’s liquidity and cash flows
in future periods. TWC expects to fund these obligations with cash provided by operating activities generated in the
ordinary course of business.

2009- 2011- 2013 and
2008 2010 2012 thereafter Total
(in millions)

Programming purchases®®. . . . .. e $2,955 $4,574 $2964 $ 812  $11,305
Outstanding debt obligations and TW NY Preferred Membership

Units® ..o 600 — 7370 5801 13,771
Interest and dividends . .. ... ... . . .. L L . 862 1,665 1,073 . 5488 9,088
Facility leases'® .. ...... ... .. ... ... .. ... 101 174 143 324 742
Data processing SeIVIiCes. . . . v v . vv vt et 47 93 83 6 229
High-speed data connectivity™ .. ... ... ... ... ... ....... 49 39 4 20 112
Digital Phone connectivity® . . ......... ... ... ... ....... 314 616 232 — 1,162
Set-top box and modem purchases. .. ..................... 71 — = — 71
L6 )T R 74 60 4 8 146
Total ..o $5,073  $7,221 $11,873  $12.459  $36,626

®  Programming purchases represent contracts that the Company has with cable television networks to provide programming services to its
subscribers. Typically, these arrangements provide that the Company purchase cable television programming for a certain number of
subscribers as long as the Company is providing cable services to such number of subscribers. There i generally no obligation to purchase
these services if the Company is not providing cable services. Programming fees represent a significant portion of its costs of revenues.
Future fees under such contracts are based on numerous variables, including number and type of customers. The amounts included above
represent estimates, of future programming costs based on subscriber numbers at December 31, 2007 applied to the per-subscriber
contracrual rates contained in the contracts that were in effect as of December 31, 2007, for which the Company does not have the right to
cancel the contract or for contracts with a guaranteed minimum commitment. o

®  Qutstanding debt obligations and TW NY Preferred Membership Units represent principal amounts due on outstanding debt obligations
and the TW NY Preferred Membership Units as of December 31, 2007. Amounts do not include any fair value adjustments, bond
premiums, discounts, interest payments or dividends. )

®  With the exception of commercial paper issued under the Company’s commercial paper program, amounts are based on the outstanding
debt or TW NY Preferred Membership Units balances, respective interest or dividend rates (interest rates on variable-rate debt were held
constant through maturity at the December 31, 2007 rates) and maturity schedule of the respective instruments as of December 31, 2007.
With regard to commercial paper issued under the commercial paper program, amounts assume the outstanding commercial paper and
interest rates at December 31, 2007 will remain outstanding through the maturity of the respective underlying credit facility. Interest
ultimately paid on these obligations may differ based on changes in interest rates for variable-rate debt, as well as any potential future
refinancings entered into by the Company, See Note 8 to the accompanying consolidated financial statements for further details.

@ The Company has facility lease obligations under various operating leases including minimum lease obligations for real estate and
operating equipment.

©  High-speed data connectivity obligations are based on the contractual terms for bandwidth circuits that were in use at December 31, 2007,

® Digital Phone connectivity obligations relate to transport, switching and interconnection services that allow for the origination and
termination of local and long-distance telephony traffic, These expenses also include related technical support services. There is generally
1o obligation to purchase these services if the Company is not providing Digital Phone service. The amouats included above are based on
the number of Digital Phone subscribers at December 31, 2007 and the per-subscriber contractual rates contained in the contracts that
were in effect as of Decernber 31, 2007,

70




TIME WARNER CABLE INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS
OF OPERATIONS AND FINANCIAL CONDITION—(Continued)

The Company’s total rent expense, which primarily includes facility rental expense and pole attachment rental
fees, amounted to $182 million in 2007, $149 million in 2006 and $98 million in 2005.

Contingent Commiiments

The Six Flags Guarantee

Prior to the restructuring of TWE, which was completed in March 2003 (the “TWE Restructuring”), TWE had
various contingent commitments, including guarantees, related to TWE’s non-cable businesses, including Warner
Bros., Home Box Office, and TWE's interests in The WB Television Network (which has subsequently ceased
operations), Comedy Central (which was subsequently sold) and the Courtroom Television Network (d/b/a truTV
effective January 1, 2008) (collectively, the “Non-cable Businesses”). In connection with the TWE Restructuring,
some of these commitments were not transferred with their applicable Non-cable Business and they remain
‘contingent commitments of TWE. Specifically, in connection with the Non-cable Businesses’ former investment in
the Six Flags theme parks located in Georgia and Texas (“Six Flags Georgia” and “Six Flags Texas,” respectively,
and, collectively, the “Parks™), in 1997, Time Warner and TWE each agreed. to guarantee (the “Six Flags
Guarantee”) certain obligations of the partnerships that hold the Parks (the “Partnerships”) for the benefit of
the limited partners in such Partnerships, including the following (the “Guaranteed Obligations”): (a) making a
minimum apnual distribution to the limited partners of the Partnerships (the minimum was approximately
$58.2 million in 2007 and is subject to annual cost of living adjustments); (b) making a minimum amount of
capital expenditures each year (an amount approximating 6% of the Parks’ annual revenues); (¢) offering each year
to purchase 5% of the limited partnership units of the Partnerships (plus any such units not purchased pursuant to
such offer in any prior year) based on an aggregate price for all limited partnership units at the higher of
(i) $250 million in the case of Six Flags Georgia and $374.8 million in the case of Six Flags Texas (the' “Base
Valuations™) and (ii) a weighted average multiple of EBITDA for the respective Park over the previous four-year
period (the “Cumulative LP Unit Purchase Obligation™); (d) making annual ground lease payments; and (e) either
(i) purchasing all of the outstanding limited partnership units through the exercise of a call option upon the earlier of
the occurrence of certain specified events and the end of the term of each of the Partnerships in 2027 (Six Flags
Georgia) and 2028 (Six Flags Texas) (the “End of Term Purchase™) or (ii) causing each of the Partnerships to have
no indebtedness and to meet certain other financial tests as of the end of the term of the Partnership. The aggregate
amount payable in connection with an End of Term Purchase option on either Park will be the Base Valuation
applicable to such Park, adjusted for changes in the consumer price index from December 1996, in the case of Six
Flags Georgia, and December 1997, in the case of Six Flags Texas, through December of the year immediately
preceding the year in which the End of Term Purchase occurs, in each case, reduced ratably to reflect limited
partnership units previously purchased.

In connection with Time Warner’s 1998 sale of Six Flags Entertainment Corporation (which held the
controlling interests in the Parks) to Six Flags Inc. (formerly Premier Parks Inc.) (“Six Flags”), Six Flags,
Historic TW Inc. (formerly known as Time Warner Inc., “Historic TW") and TWE, among others, entered into a
Subordinated Indemnity Agreement pursuant to which Six Flags agreed to guarantee the performance of the
Guaranteed Obligations when due and to indemnify Historic TW and TWE, among others, in the event that the
Guaranteed Obligations are not performed and the Six Flags Guarantee is called upon. In the event of a default of
Six Flags’ obligations under the Subordinated Indemnity Agreement, the Subordinated Indemnity Agreement and
related agreements provide, among other things, that Historic TW and TWE have the right to acquire control of the
managing partner-of the Parks. Six Flags’ obligations to Historic TW and TWE are further secured by its interest in
all limited partnership units that are held by Six Flags. L

- Additionally, Time Wamer and Warner Communications Inc. (“WCI"), a sub51d1ary of Time Warner, have
agreed on a joint and several basis, to indemnify TWE from and against any and all of these contingent liabilities,
but TWE remains a party to these commitments. In the event that TWE is required to make a payment related to any
contingent liabilities of the TWE Non-cable Businesses, TWE will recognize an expense from discontinued
operations and will receive a capital contribution from Time Warner and/or its subsidiary, WCI, for reimbursement -
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of the incurred expenses. Additionally, costs related to any acquisition and subsequent distribution to Time Warner
would also be treated as an expense of discontinued operations to be reimbursed by Time Warner.

In November 2007, Moody’s Investors Service, Standard & Poor’s and Fitch Ratings downgraded their credit
ratings for Six Flags. To date, no payments have been made by Historic TW or TWE pursuant to the Six Flags
Guarantee. In its quarterly report on Form 10-Q for the period ended September 30, 2007, Six Flags reported an
estimated maximum Cumulative LP Unit Purchase Obligation for 2008 of approximately $305 million. The
aggregate undiscounted estimated future cash flow requirements covered by the Six Flags Guarantee over the
remaining term of the agreements are approximately $1.4 billion. Six Flags has also disclosed that it has deposited
approximately $13 million in an escrow account as a source of funds in the event Historic Time Warner or TWE is
required to fund any portion of the Guaranteed Obligations in the future.

Because the Six Flags Guarantee existed prior to the Company’s adoption of FASB Interpretation No. 45,
Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of
Indebtedness of Others (“FIN 45”), and no modifications to the arrangements have been made since the. date
the guarantee came into existence, the recognition requirements of FIN 45 are not applicable to the arrangements
and the Company has continued to account for the Guaranteed Obligations in accordance with FASB Statement
No. 5, Accounting for Contingencies. Based on its evaluation of the current facts and circumstances surrounding the
Guaranteed Obligations and the Subordinated Indemnity Agreement (including the recent financial performance
reported for the Parks and by Six Flags), the Company has concluded that 2 probable loss does not exist and
consequently, no liability for the arrangements has been recognized at December 31, 2007. Because of the specific
circumstances surrounding the arrangements and the fact that no active or observable market exists for this type of
financial guarantee, the Company is unable to determine a current fair value for the Guaranteed Obhganons and
related Subordinated Indemnity Agreement. :

Other Contmgent Commitments

TWC has cable franchise agreements containing provisions requiring the construction of cable plant and the
provision of services to customers within the franchise areas. In connection with these obligations under existing
franchise agreements, TWC obtains surety bonds or letters of credit guaranteeing performance to municipalities and
public utilities and payment of insurarice premiums. Such surety bonds and letters of credit as of December 31,2007
and 2006 totaléd $299 million and $328 million, respectively. Payments under these arrangements are required only
inthe'event of nonperformance. TWC does not expect that these contingent commitments will result in any amounts
being paid in the foreseeable future.

TWC is required to make cash distributions to Time Warner when employees of the Company exercise
previously issued Tune Warner stock options. For more information, see “Market Risk Management—Equity Risk”
below.

. -

: MARKET RISK MANAGEMENT

Market risk is the potential gain/loss arising from changes in market rates and prices, such as interest rates.
Interest Rate Risk

Variable-rate Debt S

As of December 31, 2007, TWC had an outstanding balance of variable-rate debt of $5.256 billion, which
excludes an unamortized discount adjustment of $5 million. Based on TWC’s variable-rate obligations outstanding
at December 31, 2007, each 25 basis point increase or decrease in the level of interest rates would, respectively,
increase or decrease TWC’s annual interest expense and related cash payrments by approximately $13 million. Such
potential increases or decreases are based on certain simplifying assumptions, including a constant level of variable-
rate debt for all maturities and an immediate, across-the-board increase or decrease in the level of interest rates w1th
no other subsequent changes for the remainder of the period. '
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Fixed-rate Debt and TW NY Preferred Membership Units

As of December 31, 2007, TWC had fixed-rate debt and TW NY Preferred Membership Units with an
outstanding balance of $8.611 billion, including an unamortized fair value adjustment of $126 million, and a fair
value of $9.034 billion. Based on TWC’s fixed-rate debt obligations outstanding at December 31, 2007, a 25 basis
point increase or decrease in the level of interest rates would, respectively, decrease or increase the fair value of the
fixed-rate debt by approximately $174 million. Such potential increases or decreases are based on certain
simplifying assumptions, including a constant level of fixed-rate debt and an immediate, across-the-board
increase or decrease in the level of interest rates with no other subsequent changes for the remainder of the period.

Equity Risk

Some of TWC’s employees have been granted options to purchase shares of Time Warner common stock in
connection with their past employment with subsidiaries and affiliates of Time Warner. TWC has agreed that, upon
the exercise by any of its officers or c_rriployees of any options to purchase Time Warner common stock, TWC will
reimburse Time Warner in an amount equal to the excess of the closing price of a share of Time Warner common
stock on the date of the exercise of the option over the aggregate exercise price paid by the exercising officer or
employee for each share of Time Warner common stock. At December 31, 2007, TWC had accrued $36 million of
stock option distributions payable to Time Warner. That amount, which is not payable until the underlying options
are exercised and then only subject to limitations on cash distributions in accordance with the senior unsecured
revolving credit facilities, will be adjusted in subsequent accounting periods based on changes in the quoted market
prices for Time Warner’s common stock. See Note 10 to the accompanying consolidated financial statements.

CRITICAL ACCOUNTING POLICIES

The SEC considers an accounting policy to be critical if it is important to the Company’s financial condition
and results of operations, and if it requires significant judgment and estimates on the part of management in its
application. The development and selection .of these critical accounting policies have been determined by the
management of TWC and the related disclosures have been reviewed with the Audit Committee of the Board of
Directors of TWC. Due to the significant judgment involved in selecting certain of the assumptions used in these
areas, it is possible that different parties could choose different assumptions and reach different conclusions. For a
summary of all of the Company’s significant accounting policies, see Note 3 to the accompanying consolidated
financial statements. : -

Asset Impairments

Goodwill and Indefinite-lived Intangible Assets

Goodwill impairment is determined using a two-step process. The first step of the process is to compare the fair
value of a reporting unit with its carrying amount, including goodwill. In performing the first step, the Company
determines the fair value of a reporting unit by using two valuation techniques: a discounted cash flow (“DCF”)
analysis and a market-based approach. Determining fair value requires the exercise of significant judgments,
including judgments about appropriate discount rates, perpetual growth rates, relevant comparable company
carnings multiples and the amount and timing of expected future cash flows. The cash flows employed in the DCF
analyses are based on TWC’s budget and long-term business plan, and various growth rates have been assumed for
years beyond the long-term business plan period. Discount rate assumptions are based on an assessment of the risk
inherent in the future cash flows of the respective reporting units. In assessing the reasonableness of its determined
fair values, the Company evaluates its results against other value indicators such as comparable company public
trading values, research analyst estimates and values observed in private market transactions. If the fair value ofa
reporting unit exceeds its carrying amount, goodwill of the reporting unit is not impaired and the second step of the
impairment test is not necessary. If the carrying amount of a reporting unit exceeds its fair value, the second step of
the goodwill impairment test is required to be performed to measure the amount of impairment loss, if any. The
second step of the goodwill impairment test compares the implied fair value of the reporting unit’s goodwill with the
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carrying amount of that goodwill. The implied fair value of goodwill is determined in the same manner as the
amount of goodwill recognized in a business combination. In other words, the estimated fair value of the reporting
unit is allocated to all of the assets and liabilities of that unit (including any unrecognized intangible assets) as if the
reporting unit had been acquired in a business combination and the fair value of the reporting unit was the purchase
price paid. If the carrying amount of the reporting unit’s goodwill exceeds the implied fair value of that goodwill, an
impairment loss is recognized in an amount equal to that excess.

The impairment test for other intangible assets not subject to amortization involves a comparison of the
estimated fair value of the intangible asset with its carrying value, If the carrying value of the intangible asset
exceeds its fair value, an impairment loss is recognized in an amount equal to that excess. The estimates of fair value
of intangible assets not subject to amortization are determined using a DCF valuation analysis. The DCF
methodology used to value cable franchises entails identifying the projected discrete cash flows related to such
franchises and discounting them back to the valuation date. Significant judgments inherent in this analysis include
the determination of discount rates, cash flows attributable to cable franchises and the terminal growth rates.
Discount rate assumptions are based on an assessment of the risk inherent in the future cash flows generated as a
result of the respective intangible assets.

Goodwill and indefinite-lived intangible assets, primarily the Company’s cable franchise agreements, are
tested annually for impairment during the fourth quarter or earlier upon the occurrence of certain events or
substantive changes in circumstances. The Company’s 2007 annual impairment analysis, which was performed
during the fourth quarter, did not result in any impairment charges. However, over the past year, the decline in the
Company’s stock price has resulted in a lower estimated fair value for each of the Company’s reporting units.
Similarly, the Company has experienced declines in the values of its cable franchises. The result of this decline is
that the estimated fair value of the Los Angeles reporting unit approximates its carrying value, and the fair values of
the cable franchises in many of the Company’s geographic regions approximate their carrying values. Accordingly,
any future declines in estimated fair values will likely result in goodwill and cable franchise impairment charges. It
is possible that such charges, if required, could be recorded prior to the fourth quarter of 2008 (i.e., during an interim
period) if the Company’s stock price, its results of operations, or other factors require such assets to be tested for
impairment at an interim date. Co

To illustrate the magnitude of a potential impairment charge relative to future changes in estimated fair value,
had the fair values of each of the reporting units and cable franchises been hypothetically lower by 10% as of
December 31, 2007, the Comipany would have recorded goodwill and cable franchise impairment charges of
approximately $1.5 billion, and had each of the values been hypothetically lower by 20%, the Company would have
recorded goodwill and cable franchise impairment charges of approximately $5.0 billion.

Long-lived Assets

Long-lived assets (e.g., customer relationships and property, plant and equipment) do not require that an
annual impairment test be performed; instead, long-lived assets are tested for impairment upon the occurrence of a
triggering event. Triggering events include the likely (i.e., more likely than not) disposal of a portion of such assets
or the occurrence of an adverse change in the market involving the business employing the related assets. Once a
triggering event has occurred, the impairment test employed is based on whether the intent is to hold the asset for
continued use or to hold the asset for sale. If the intent is to hold the asset for continued use, the impairment test first
requires a comparison of undiscounted future cash flows against the carrying value of the asset. If the carrying value
of the asset exceeds the undiscounted cash flows, the asset would be deemed to be impaired. Impairment would then
be measured as the difference between the fair value of the asset and its carrying value. Fair value is generally
determined by discounting the future cash flows associated with that asset. If the-intent is to hold the asset for sale
and certain other criteria are met (e.g., the asset can be disposed of currently, appropriate levels of authority have
approved the sale, and there is an active program to locate a buyer), the impairment test involves comparing the
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asset’s carrying value to its fair value. To the extent the carrying value is greater than the asset’s fair value, an
impairment loss is recognized for the difference.

Significant judgments in this area involve determining whether a triggering event has occurred, determining
the future cash flows for the assets involved and determining the proper discount rate to be applied in determining
fair value. In 2007, there were no significant long-lived asset impairments. :

Multiple-element Trai_zsaq__tions

Multiple-element transactions inivolve situations where judgment must be exercised in determining the fair
value of the different elements in a bundled transaction. As the term is used here, multiple-element arrangements
can involve: '

+ Contemporaneous purchases and sales (e.g., the Company sells advertising services to a customer and at
the same time purchases programming services); '

« Sales of multiple products and/or services (e.g., the Company sells video, high-speed data and voice
services to a customer); and/or

.+ Purchases of inultiple products and/or services, or the settlement of an outstanding item contemporaneous
with the purchase of a product or service (e.g., the Company settles a dispute on an existing programming
contract at the same time that it enters into a new programming contract with the same programming
vendor).

Contemporaneous Purchases and Sales

In the normal course of business, TWC enters into multiple-clement transactions where the Company is
simultaneously both a customer and a vendor with the same counterparty. For example, when negotiating the terms
of programming purchase contracts with cable networks, TWC may at the same time negotiate for the sale of
advertising to the same cable network. Arrangements, although negotiated contemporaneously, may be documented
in one or more contracts. In accounting for such arrangements, the Company looks to the guidance contained in the
following authoritative literature: - : o

« Accounting Principles Board Opinion No. 29, Accounting for Nonmonetary Transactions; .

« FASB Statement No. 153, Exchanges of Nonmonetary Assets—an amendment of APB Opinion No. 29,

» . Emerging Issues Task Force (“EITF”) Issue No. 01-9, Accounting for Consideration Given by a Vendor to a
Customer; and .

« EITF Issue No. 02-16, Accounting by a Customer (Including a Reseller) for Certain Consideration
Received from a Vendor (“EITF 02-167). : i}

The Company’s accounting policy for each transaction negotiated contemporaneously is to record each
element of the transaction based on the respective estimated fair values of the products or services purchased and the
products or services sold: The judgments made in determining fair. value in such transactions impact the amount of
revenues, expenses and net income reco gnized over the respective terms of the transactions, as well as the respective
periods in which they are recognized. e

In determining the fair value of the respective elements, TWC refers to quoted market prices (where available),
historical transactions or comparable cash transactions. The most frequent transactions of this type that the
Company encounters involve funds received from its vendors, which the Company accounts for in accordance with
EITF 02-16. The Company records cash consideration received from a vendor as a reduction in the price of the
vendor’s product unless (i) the consideration is for the reimbursement of a specific, incremental, identifiable cost
incurred in which case it would record the cash consideration received as a reduction in such cost or-(ii) the
Company is providing an identifiable benefit in exchange for the consideration in which case it recognizes revenue
for this element. :
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Sales of Multiple Products or Services

The Company’s policy for revenue recognition in instances where multiple deliverables are sold
contemporaneously to the same counterparty is based on the guidelines of EITF Issue No. 00-21, Revenue
Arrangements with Multiple Deliverables, and SEC Staff Accounting Bulletin No. 104, Revenue Recognition.
Specifically, if the Company enters into sales contracts for the -sale of multiple products or services, then the
Company evaluates whether it has fair value evidence for each deliverable in the transaction. If the Company has

~ fair value evidence for each deliverable of the transaction, then it accounts for each deliverable in the transacfion

separately, based on the relevant revenue recognition accounting policies. If the Company is unable to determine...
fair value for one or more undelivered elements of the transaction, the Company recognizes revenue on a straight-
line basis over the term of the agreement. For example, the Company sells video, high-speed data and voice services
to subscribers in a bundled package at a rate lower than if the subscriber purchases each product on an individual
basis. Subscription revenues received from such subscribers are allocated to each product in & pro-rata manner
based on the fair value of each of the respective services. :

Purchases of Multiple Products or Services

The Company’s policy for cost recognition in instances where multiple products or services are purchased
contemporaneously from the same counterparty is consistent with the Company’s policy for the sale of multiple

-deliverables to a customer. Specifically, if the Company enters into a contract for the purchase of multiple products

or services, the Company evaluates whether it has fair value evidence for each product or service being purchased. If
the Company has fair value evidence for each product or service being purchased, it accounts for each separately,
based on the relevant cost recognition accounting policies. If the Company is unable to determine fair value for one
or more of the purchased elements, the Company recognizes the cost of the transaction on a straight-line basis over
the term of the agreement. '

. This policy also applies in instances where the Company settles a dispute at the same time the Company

purchases a product or service from that same counterparty. For example, the Company may settle a dispute on an

existing programming contract with a programming vendor at the same time that it enters into a new programming
contract with the same programming vendor. Because the Company is negotiating both the settlement of the dispute
and a new programming contract, each of the elements is evaluated to ensure it is accounted for at fair value. The
amount allocated to the settlement of the dispute, ‘if determinable and supportable, would be recognized
immediately, whereas the amount allocated to the new programming contract would be accounted for
prospectively, consistent with the accounting for other similar programming agreements. In the event the fair

~ value of the two elements could not be established, the net-amount paid or payable to the vendor would be

recognized over the term of the new or amended programming contract.
Property, Plant and Equipment

TWC incurs expenditures associated with the construction of its cable systems. Costs associated with the
construction of the cable transmission and distribution facilities and new cable service installations are capitalized.
With respect to certain customer premise equipment, which includes set-top boxes and high-speed data and voice
cable modems, TWC capitalizes installation charges only upon the initial deployment of these assets. All costs
incurred in subsequent disconnects and reconnects are expensed as incurred. Depreciation on these assets is
provided generally on a straight-line basis over their estimated useful lives. '

TWC uses standard costing models to capitalize installation activities. Significant judgment is involved in the
development of these costing models, including the average time required to perform an installation and the
determination of the nature and amount of indirect costs to be capitalized. Additionally, the development of
standard costing models for new products such as Digital Phone involve more estimates than the standard costing
models for established products because the Company has less historical data related to the installation' of new
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products The standard costing models are reviewed annually and adjusted prospectively, if necessary, based on
compansons to actual costs mcurred

TWC generally capltahzes expenditures for tangible fixed assets having a useful life of greater than one year.
Types of capitalized expenditures include: customei premise equipment, scalable infrastructure, line extensions,
plant upgrades and rebuilds and support capital. For set-top boxes and modems, useful life is generally 3 to 5 years
and for distribution plant, useful life is up to 16 years. In connection with the Transactions, TW NY acquired
significant amounts of property, plant and equipment, which were recorded at their estimated fair values. The
remaining useful lives assigned to such assets were generally shorter than the useful lives assigned to comparable
new assets, to reflect the age, condition and mtended use of the acquired property, plant and equipment.

Programming Agreements

The Company exercises significant judgment in estimating programming expense associated with certain
video programming contracts. The Company’s policy is to record video programming costs based on the
Company’s contractual agreements with its programming vendors, which are generally multi-year agreements
that provide for the Company to make payments to the programming vendors at agreed upon rates, which represent
fair market value, based on the number of subscribers to which the Company provides the service. If a programming
contract expires prior to the parties’ entry into a new agreement, management estimates the programming costs
during the period there is no contract in place. Management considers the previous contractual rates, inflation and
the status of the negotiations in determining its estimates. When the programming contract terms are finalized, an
adjustinent to programming expense is recorded, if necessary, to reflect the terms of the new contract. Management
also makes estimates in the recognition of programming expense related to other items, such as the accounting for
free periods and service interruptions, as well as the allocation of consideration exchanged between the parties in
multiple-element transactions. Additionally, judgments are also required by management when the Company
purchases multiple services from the same cable programming vendor. In these scenarios, the total consideration
provided to the programming vendor is required to be allocated to the various services received based upon their
respective fair values. Because multiple services from the same programming vendor are often received over
different contractual periods and often have different contractual rates, the allocation of consideration to the
individual services will have an impact on the timing of the Company’s expense recognition.

Income Taxes

From time to time, the Company engages in transactions in which the tax consequences may be subject to
uncertainty. Examples of such transactions include business acquisitions and dispositions, including those designed
to be tax free, issues related to consideration paid or received, and certain financing transactions. Significant
judgment is required in assessing and estimating the tax consequences of these transactions. The Company prepares
and files tax returns based on interpretation of tax laws and regulations. In the normal course of business, the
Company’s tax returns are subject to examination by various taxing authorities. Such examinations may result in
future tax and interest assessments by these taxing authorities. In determining the Company’s tax provision for
financial reporting purposes, the Company establishes a reserve for uncertain tax positions unless such positions are
determined to be “more likely than not” of being sustained upon examination, based on their technical merits. That
is, for financial reporting purposes, the Company only recognizes tax benefits taken on the tax return that it believes
are “more likely than not” of being sustained. There is considerable judgment involved in denenmmng whether
positions taken on the tax return are “more likely than not” of being sustained.

The Company adjusts its tax reserve estimates periodically because of ongoing examinations by, and
settlements with, the various taxing authorities, as well as changes in tax laws, regulations and interpretations.
The consolidated tax provision of any given year includes adjustments to prior year income tax accruals that are
considered appropriate and any related estimated interest.
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TIME WARNER CABLE INC.
MANAGEMENT"’S DISCUSSION AND ANALYSIS OF RESULTS
OF OPERATIONS AND FINANCIAL CONDITION—(Continued)

CAUTION CONCERNING FORWARD-LOOKING STATEMENTS - - - *

This document contains “forward-looking statements™ within the meaning of the Private Securities Litigation
Reform Act of 1995, particularly statements anticipating future growth in revenues, cash provided by operating
activities and other financial measures. Words such as “anticipates,” “estimates,” “expects,” “projects,” “intends,”
“plans,” “believes” and words and terms of similar substance used in connection with any discussion of future
operating or financial performance identify forward-looking statements. These forward-looking staternents are
based on management’s current expectations and beliefs about future events. As with any projection.or forecast,
they are inherently susceptible to uncertainty and changes in circumstances, and the Company is under no
obligation to, and expressly disclaims any obligation to, update or alter its forward-looking statements whether as a

result of such changes, new information, subsequent events or otherwise.

Various factors could adversely affect the operations, business or financial results of TWC in the future and
cause TWC’s actual results to differ materially from those contained in the forward-looking statements, including
those factors discussed in detail in Item 1A, “Risk Factors,” in Part I of this report, and in TWC’s other filings made
from time to time with the SEC after the date of this report. In addition, the Company operates in a highly
competitive, consumer and technology-driven and rapidly changing business. The Company’s business is affected
by government regulation, economic, strategic, political and social conditions, consumer response to new and
existing products and services, technological developments and, ‘particularly in view of new technologies, its
continued ability to protect and secure any necessary intellectual property rights. TWC’s actual results could differ
materially from management’s expectations because of changes in such factors.

Further, lJower than expected valuations associated with the Company’s cash flows and revenues may result in
the Company’s inability to realize the value of recorded intangibles and goodwill. Additionally, achieving the
Company’s financial objectives could be adversely affected by the factors discussed in detail in Item 1A, “Risk
Factors,” in Part I of this report, as well as: : ‘

"« economic slowdowns;
» the impact of terrorist acts and hostilities;
» changes in the Company’s plans, strategies and intentions;
« the impacts of significant acquisitions, dispositions and other. similar transactions;
+ the failure to meet earnings expectations; and
+ decreased liquidity in the capital markets, including any reduction in the ability to access the capital
markets for debt securities or bank financings. ' '
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TIME WARNER CABLE INC,
CONSOLIDATED BALANCE SHEET

December 31,
2007 2006
(in millions)
ASSETS
Current assets
2 ¢ Cash and equIVAIEDLS . . . .. ..ttt ittt it i i i e e $ 232 § 51
1 Receivables, less allowances of $87 million in 2007 and $73 million in 2006. .. ............. 743 632
3 Receivables from affiliated parties. ... ... e e e e e e 2 98
Prepaid expenses and other current assets. . . .. .. v o v i i e n ., R 95 77
Deferred income tax assets. . ... e e e 91 78
Current assets of discontinued OPerations . . . .. ..o it in 'y in et e — 52
Total CUITBOL BSSEES « « v v v v v vttt it e et ettt et e e e et e et et 1,163 988
B 4113 735 2,072
Property, plant and equipment, NEL . .. .. .o vttt e e e 12,873 11,601
Intangible assets subject t0 aMOrtizZation, BEL . . .. v\ et iyttt e i e e 719 876
Intangible assets not subject to amortization. . . ... ... .. . . . i e e e 38,925 38,051
GoOdWill . .o e e e e e 2,117 2,059
L1 g V01 P e e 68 174

TOMAL BSSEES -« .« - v e e e e ettt e e e e $56,600  $55,821

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities ' .
" Accountspayable ............... ... e e e e $ 417 § 516

Deferred revenue and subscriber-related liabilities. .. .......... et 164 156
Payables to affiliated PaFHES . .. . .. .. i it e e 204 165
Accrued programiming €XPEISE - . « . o\t vt e em ettt s e e e e e e e e e 509 524
Other current Habilities . . .. ... . o e e e e 1,237 1,113
Current liabilities of discontinued operations . .................. f e T 5 16
Total current Habilities . .. ..o ot e e e e e e e 2,536 2,490
Long—term debt. . ..ttt e e 13,577 14,428
Mandatorily redeemable preferred membership units issued by a subsidiary. . ................. 300 300
Deferred income tax Habilities, Det . . . . ... ottt it e e 13,291 12,980
Long-term payables to affiliated parties. . . . ....... ... ... . . . . . s 36 137
Other Habilies. . . . . .« ottt vt e e e P 430 296
Noncurrent liabilities of discontinued operations. . .. ....... e — o2
D T gty = ¢ - R O A 1,724 1,624
Commitments and contingencies (Note 14)
Shareholders’ equity B
Class A common stock, $0.01 par value, 902 million shares issued and
outstanding as of December 31, 2007 and 2006, respectively .. ...\ .0 veueernrnnneenn.n.. 9 9
Class B common stock, $0.01 par value, 75 million shares issued and . ] :
outstanding as of December 31, 2007 and 2006, respectively . . ... ... ccovvirennrrnnnnn.. . 1 1
Paid-in-capital . ......... e P T 19,411 19,314
Accumulated other comprehensive 108s, met . . . ..ottt e e (174 (130)
-Retained earnings . . .. .... T T T T O 5,459 4,370
Total shareholders” CQUILY . . .. ot ittt et e et ettt e e e e e s 24,706 23,564
Total liabilities and sharcholders’ equity .. ... ...... . nn st et e e e e $56,600 $55,821

See accompanying notes.
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TIME WARNER CABLE INC.
CONSOLIDATED STATEMENT OF OPERATIONS

Years Ended December 31,
2007 2006 2005
(in millions, except per share data)

Revenues:

Subscription: Lo \
VIdEO . oo ii i e $10,165 $ 7,632 § 6,044
High-speed data . .. ... .. . ittt e it as e 3,730 2,756 1,997
VOICB, « v vv vttt r e s e e - 1,193 715 272

Total SUBSCHPHON -+« + v v v vnee v e evinneeeneeeniinnnnnenannsnive.. 15088 11,103 8,313

Advertising . ... e P R R 867 664 499

Total revenues(® | . L. e e e 15955 11,767 8,812
Costs and expenses:

Costs of Tevennes® ) | L L i et 7,542 5,356 3,918

Selling, general and administrative®® . . ... ... .. i 12,648 2,126 1,520

Depreciation . . . ..ot e i e - 2,704 1,883 1,465

ATOTHZAOM & o ¢ v oo it e e 272 167 72

Merger-related and restructuring costs ... ... i e 23 36 42

Total COStS ANA EXPEMSES. « « ¢ e vttt ie e tenatanasensannosersmnnasassseson 13,189 9,588 7,026
Operating INCOME . . ... vttt i ittt 2,766 2,179 1,786
Interest eXPense, NEt™ . . . . ot i (894) (646) (464)
Income from equity INVESHDENLS, NEL . . ..o i it a i i1 129 43
Minority interest eXpense, BB . . oo o vt vt v is vttt i n e ira e (165) (108) (64)
Other INCOMIE, ML .+ « « « « o v vt m et et amntnaaeaataitattsasansnnnmaesssinys 145 2 1
Income from continuing operations before income taxes. . . ... ... oo, 1,863 1,556 1,302
Income tax ProvVISION . . . v v v v i et e i i a e a s c st s (740 . (620).- (153)
Income from ¢Ontinuing OPETAtions . . ..o v iv it vrman st 1,123 - 936 1,149
Discontinued operations, net of tax . .. .. ..t i s — 1,038 104
Cumulative effect of accounting change, netoftax . .......... ... .. 00 e — 2 —
NELIMCOME . &+ v v v v v e et aeer s as e esseanaessnnssnonesassanasnsnsns $ 1,123 $ 1,976 $ 1,253
Basic income per common share from continuing operations ... . . - feeeea e $§ 115 $ 095 $ 115
Discontinued operations . . . .. .....v i e R — 7 L05 0.10
Cumulative effect of accounting change .. ........ e AP — — =
Basic net income per, common share . ....... e e $ 115 $ 200 $ 123
Average basic common shares outstanding .. ... .. .. o i 9769 9904 1,000.0
Diluted income per common share from continuing operations . . ... ...oovvi s $ 115 $ 095 $ 115
Discontinued Operations . .. ... vvveerrneeaennaneenn B e - 105" 0.10
Cumulative effect of acCOUNtNE ChANEE . .. v v v v v v e e vt v e e ns cs s rnnrnrans T —
. B . . v
Diluted net income per common SHArE . . . ..o v i e v r v raenettserararrans $ 115 % 200 $ 125
Average diluted common shares outstanding . . .. ............ e 977.2 990.4 1,000.0
@  Amounts-include the following income (expenses) resulting from transactions with related companies:
o ' Years Ended December 31,
2007 2006 2005
) _ (in millions)
REVEIMUES . 4 . v v ot oe oo oo snimnnnnssrsnrenneesiasssesssssnenonsstnsasss ‘$ 20 $ 94 5106
COSES OF TEVEIIEE . o v et v vt e mm e s nnm s on s asanmmseraasasts s aannnnoisssnnns (1,024) (830) (637
Selling, general and administrative. . .. ........ i ety (16) 9 24
INtErest EXPENSS, PBL o v v v v v v s i et v s a e e e —_ (73) (158
) Costs of revenues and selling, general and administrative expenses exclude depreciation.
See accompanying notes.
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TIME WARNER CABLE INC.
CONSOLIDATED STATEMENT OF CASH FLOWS

Years Ended December 31,

2007 2006 2005
(in millions)
OPERATING ACTIVITIES
Net I000ME®. L L ottt ettt e e e e e $1,023 $ 1976 $1253
Adjustments for noncash and nonoperating items:
Cumulative effect of accounting change, net of taX .. ... v vvvn oo e innanenen — () —
Depreciation and amortization ... ..... ... o iiiiey. P 2,976 2,050 1,537
Pretax gain on sale of 50% equity interest in the Houston Pool of TKCCP . ......... ... (146) — —_
(Income) loss from equity investments, net of cash distributions .. ........... . ... ... 12 (129) (43)
Equity-based compensation EXPENSE . . . . ..ottt i 59 33 53
“Minority interest eXpense, Net. .. v v v v s v v e e ensanees e 163 108 64
Deferred iNCOME [AXES. . .« o v v v i ivra ettt 317 240 (395)
Changes in operatiiig assets and Habilities, net of acquisitions:
RECEIVADIES . - . v vt v e sttt e e te et et e i s 18 (146) (6)
Accounts payable and other liabilities . . ..., .. ..o i i (29) 456 41
Oher CHANEES © o« vt v v v v v ettt a s s m e ia e ineaenansaensnents s aaans 21 63) ©7
Adjustments relating to discontinued operations™. . .. ... ... .. S 47 " (926) 133
Cash provided by operating activities . . . ...t vi it 4,563 3,595 2,540
INVESTING ACTIVITIES
Investments and acquisitions, net of cash acquired and distributions received . ............ (27 (9,229) (113)
Investment in a wireless JOINE VERMUIE . o .o\ ettt i it (33) (633) —
Investment activities of discontinued OPErations . . .. ... ... v it — — (48)
Capital expenditures from continuing operations. . . ...... .o v ar e e (3433) 2,718)  (1,837)
Capital expenditures from discontinued operations . . .......... ...l — (56) (138)
Proceeds from the sale of cable SySIEIS . . o oot i vt v in i et e 52 — —
Proceeds from. disposal of property, plant and equipment . . . . ... oy e e ae i 9 6 4
Other INVEStMENt PrOCEEAS .« « ¢ v vt v e vt et ie et nn et e - 631 —
Cash used by investing actiVities . ... ... v r v v v oo i (3.432) (11,999) (2,132)
FINANCING ACTIVITIES .
Borrowings (repayments), net™ . . . .. e e e e e (1,574) - 634 (422)
BOmOWInES™ . . . .t 8,387 10,300 —
Repayments™ . . . .. v ittt i L (1,679) (975) —
Principal paymients on capital IEases . . .. v\ttt v vt e )} 3y §))
Issuance of mandatorily redeemable preferred membership umits. . ... . ............. ... — 300 —
Redemption of Comcast’s interest in TWC . .. ... .o S — (1,857 —
Excess tax benefit from exercise of stock options . . .. ............... s e 5 4 —_
Distributions 10 OWIErS, MEt. + - .« oo fu e v vt i a it it e (24) 3D 30y
Other......ovvnveuinn e e e i (61) 71 —
Debt repayments of discontinued operations. . ......... e e — - (45)
Cash provided (used) by financing activities ... .........cceeieeeanrnonnon. P (950) . 8,443 (498)
INCREASE (DECREASE) IN CASH AND EQUIVALENTS .. ................0nn. 181 39 (90}
CASH AND EQUIVALENTS AT BEGINNINGOF PERIOD. . .. .. ................ 51 12 102
CASH AND EQUIVALENTS AT END OF PERIOD. . .. ... e $ 232 % 51 § 12

@ . Netincome included income from discontinued operations of $1.038 billion and $104 million for the years ended December 31, 2006 and
- 20035, respectively (none for the year ended December 31, 2007). Income from discontinued operations in 2006 included gains, net of
taxes, of $965 million. Net cash flows from discontinued operations were $47 million, $112 million and $237 million for the years ended

December 31, 2007, 2006 and 2005, respectively.

®  Borrowings (repayments), net, reflects borrowings under the Company’s commercial paper program with. original maturities of three
months o less, net of repayments of such borrowings. Borrowings (repayments), net, also included $29 million and $17 million of debt
issuance costs for the years ended December 31, 2007 and 2006, respectively (none for the year ended December 31, 2005).

©  Amounts represent borrowings and repayments related to debt instruments with original maturities greater than three months.

See accompanying notes.

81




TIME WARNER CABLE INC.
CONSOLIDATED STATEMENT OF SHAREHOLDERS’ EQUITY

Common  Paid-in-  Retained
Stock Capital  Earnings Total

(in millions)

BALANCE AS OF DECEMBER 31,2004 .. ... ......... ... vt $10 $17,827  $1,137 ~ $18974
Netincome™ .. ovovr ittt N _— — 1,253 1,253
Change in pension benefit obligation, net of $2 million income tax benefit . . — — 3) 3
Comprehensive INCOME . . .. oot vvv e e — e 1,250 1,250
Reclassification of mandatorily redeemable Class A common stock™ . . . ... —_ 81 — 81
Allocations from Time Warner Inc. and other, net® ... ... ... .. 0ute — 42 e 42
BALANCE AS OF DECEMBER 31,2005 . ...................... 10 17,950 2,387 20,347
Net I000mE® . . . oottt e e — — 1976 1,976
Change in pension benefit obligation, net of $1 million income tax impact . . — — 1 1
Comprehensive iACOME . . . ... ..o ivtiue it .. — —_ 1,977 1,977
Change in unfunded accumulated benefit obligation upon adoption of

FAS 158, net of $84 million tax bepefit. . . ....... ..o — — (124) (124
Shares of Class A common stock issued in the Adelphia acquisition. . ..... 2 5,498 — 5,500
Reclassification of mandatorily redeemable Class A common stock™ . .. . .. — 984 — 984
Redemption of Comcast’s interest in TWC ... ... ..o @) (4,325) — (4,327
Adjustment to goodwill resulting from the pushdown of Time Warner Inc.’s

basis I TWEC v v v e et it s e ittt i am e — (719) — " (719
Allocations from Time Wamer Inc. and other, net'® .. .. .............. — (74 — (74
BALANCE AS OF DECEMBER 31,2006 . . ............... . cc... 10 19,314 4240 . 23,564
Net in00me™ . . .\ttt e — — 1,123 1,123
Change in pension benefit obligation, net of $29 million income tax '

benefit......... e e e e e i e e —_ —_ 43) (43
Change in realized and unrealized losses on derivative financial instruments, J

net of $1 million income tax benefit . ... ... .. .. i — — (1) (1
Comprehensive ICOME . . . v v vttt i i iiiian s i — —_ 1,079 1,079
Impact of adopting new accounting pronouncements” . . ... ... .. ... .. — _ (34) (34

Allocations from Time Wamer Inc. and other, net® . ... ..............
BALANCE ASOF DECEMBER 31,2007 .. .... ... ... v nins

10 $19411  $5285  $24,706

=5

i

(a)

(h)

=)

(@)

Net income included income from discontinued operations of $1.038 billion and $104 million for the years ended December 31, 2006 and
2005, respectively (none for the year ended December 31, 2007).

The mandatorily redeemable Class A common stock represents shares of TWC’s Class A commeon stock that were held by Comcas
Corporation (“Comcast”) until July 31, 2006. During 2004, these shares were classified as mandatorily redeemable as a result of ar
agreement with Comcast that under certain circumstances would have required TWC to redeem such shares, During 2006, this requiremer
terminated upon the closing of the redemption of Comcast’s interest-in TWC and Time Warner Entertainment Company, L.P., and as ¢
result, these shares were reclassified to shareholders’ equity (Class A common stock and paid-in-capital) before ultimately being redeemet
on July 31, 2006. _ .

The amouats primarily represent the change in TWC’s accrued liability payable to Time Warner Inc. for vested employee stock options, a:
well as other amounts pursuant to accounting for equity-based compensation plans.

Relates to the impact of adopting the provisions of Emerging Issues Task Force Issue No. 06-2, Accounting for Sabbatical Leave and Othe.
Similar Benefits, of $37 million, partially offset by the impact of adopting the provisions of Financial Accounting Standards Boart
Interpretation No. 48, Accounting for Uncertainty in Income Taxes-—an interpretation of FASB Statement No. 109, of $3 million. Refer &
Note 2 for further details.

See accompanying notes.
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TIME WARNER CABLE INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Description of Business

Time Warner Cable Inc. (together with its subsidiaries, “TWC” or the “Company”) is the second-largest cable
operator in the U.S., with technologically advanced, well-clustered systems located mainly in five geographic
areas—New York state (including New York City), the Carolinas, Ohio, southern California (including Los
Angeles) and Texas. As of December 31, 2007, TWC served approximately 14.6 million customers who subscribed
to one or more of its video, high-speed data and voice services, representing approxunately 32.1 million revenue
generating units.

On July 31, 2006, a subsidiary of TWC, Time Warner NY Cable LLC (“TW NY”), and Comcast Corporation
(together with its subsidiaries, “Comcast”) completed the acquisition of substantially all of the cable assets of
Adelphia Communications Corporation (“Adelphia”) and related transactions. In addition, effective January 1,
2007, TWC began consolidating the results of certain cable systems located in Kansas City, south and west Texas
and New Mexico (the “Kansas City Pool”) upon the distribution of the assets of Texas and Kansas City Cable
Partners, L.P. (“TKCCP”) to TWC and Comcast. Prior to January 1, 2007, TWC’s interest in TKCCP was reported
as an equity-method investment. Refer to Note 4 for further details.

Time Warner Inc. (“Time Warner”) currently owns approximately 84.0% of the common stock of TWC
(representing a 90.6% voting interest). The financial results of TWC’s operations are consolidated by Time Warner.
Time Warner also owns a 12.43% non-voting common stock interest in a subsidiary of TWC. On February 6, 2008,
Time Warner announced that it has commenced a review of its ownership interest in the Company. Time Warner has
initiated discussions with the Company regarding a possible change in such ownership.

TWC principally offers three services—video, high-speed data and voice —over its broadband cable systems.
TWC markets its services separately and as “bundled” packages of multiple services and features. Historically,
TWC has focused primarily on residential customers, and in 2007, it began expanding its service offerings to small-
and medium-sized businesses. As of December 31, 2007, 48% of TWC’s customers subscribed to two or more of its
primary services, including 16% of its customers who subscribed to all three primary services. In addition, TWC
earns revenues by selling advertising time to national, regional and local businesses.

Video is TWC’s largest service in terms of revenues generated and, as of December 31, 2007, TWC had
approximately 13.3 million basic video subscribers. Although providing video services is a competitive and highly
penetrated business, TWC continues to increase video revenues through the offering of advanced digital video
services, as well as through price increases and digital video subscriber growth. As of December 31,2007, TWC had
approximately 8.0 million digital video subscribers, which represented approximately 61% of its basic video
subscrbers. TWC’s digital video subscribers provide a broad base of potential customers for additional advanced
services.

As of December 31, 2007, TWC had approxjmately 7.6 million residential high-speed data subscribers. TWC
also offers commercial high-speed data services and had 280,000 commercial high-speed data subscribers as of
December 31, 2007.

Approximately 2.9 million subscribers received Digital Phone service, TWC’s voice service, as' of
December 31, 2007. In 2007, TWC also began the roll out of Business Class Phone, a commercial D1g1ta1
Phorie service, to small- and medium-sized businesses.

Basis of Presentation
Changes in Basis bf Presentation

Consolidation of Kansas City Pool. As discussed more fully in Note 4, on January 1, 2007, the Company
began consolidating the results of the Kansas City Pool it received upon the distribution of the assets of TKCCP to
TWC and Comcast. Prior to January 1, 2007, the Company accounted for TKCCP as an equity-method investment.
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TIME WARNER CABLE INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Discontinued QOperations. As discussed more fully in Note 4, the Company has reflected the financial
position, results of operations and cash flows of the Transferred Systems (as defined in Note 4 below) as
discontinued operations for all periods presented.

Basis of Consolidation

The consolidated financial statements include 100% of the assets, liabilities, revenues, expenses and cash
flows of TWC and all entities in which TWC has a controlling voting interest, as well as allocations of certain Time
Warner corporate costs deemed reasonable by management to present the Company’s consolidated results of
operations, financial position, changes in equity and cash flows on a stand-alone basis. In accordance with Financial
Accounting Standards Board (“FASB”) Interpretation No. 46 (revised 2003), Consolidation of Variable Interest
Entities—an interpretation of ARB No. 51, the consolidated financial statements include the results of Time Warner
Entertainment-Advance/Newhouse Partnership (“TWE-A/N") only for the systems that aré controlled by TWC and
for which TWC holds an economic interest. The Time Warner corporate costs include specified administrative
services, including selected tax; human resources, legal, information technology, treasury, financial, public policy
and corporate and investor relations services, and approximate Time Warner’s estimated cost for services rendered.
Intercompany accounts and transactions between consolidated companies have been ehmmated n consohdanon

Use of Est:mates _

The. preparation of financial statemnents in conformity with U.S. generally accepted accountmg prm01ples
(“GAAP”) requires management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and footnotes thereto. Actual results could differ from those estimates.

Significant estimates inherent in the preparation of the consolidated financial statements include accounting
for asset impairments, allowances for doubtful accounts, imvestments, depreciation and amottization, business
combinations, pension benefits, equity-based compensation, income taxes, contingencies and certain programming
arrangements. Allocation methodologies used to prepare the consolidated financial statements are based on
estimates and have been described in the notes, where appropriate. . :

Reclassifications

Certain reclassifications have been made to the prior years’ financial information to conform to the
December 31, 2007 presentation,

2. RECENT ACCOUNTING STANDARDS
Accountmg Standards Adopted in 2007
Accounting for Sabbatical Leave and Other Similar Beneﬁts

On January 1, 2007, the Company adopted the provisions of Emerging Issues Task Force (“EITF”) Issue
No. 06-2, Accounting for Sabbatical Leave and Other Similar Benefits (“EITF 06-2”), related to certain sabbatical
leave and other employment arrangements that are ‘similar to a sabbatical leave. EITF 06-2 provides that an
employee’s right to a compensated absence under a sabbatical leave or similar benefit arrangement in which the
-employee is not required to perform any duties during the absence is an accumulating benefit. Therefore, such
arrangements should be accounted for as a liability with the cost recognized over the service period during which
the employee earns the benefit. Adoption of this guidance resulted in a decrease in retained earnings of $62 million
($37 million, net of tax) on January 1, 2007. The rcsultmg change in the accrual for the year ended December 31,
2007 was not material.

Accounting for Uncertainty in Income Taxes

i -On January 1, 2007, the Company adopted the provisions of FASB Interpretation No. 48, Accounting for
Uncertainty in Income Taxes-—an interpretation of FASB Statement No. 109 (“FIN 48”), which clarifies the
accounting for uncertainty in income tax positions. Refer to Note 9 for further details regarding FIN 48.
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TIME WARNER CABLE INC,
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Recent Accounting Standards Not Yet Adopted
Consideration Given by a Service Provider to Manufacturers or Resellers of Equipment

In September 2006, the EITF reached a consensus on EITF Issue No. 06-1, Accounting for Consideration
Given by a Service Provider to Manufacturers or Resellers of Equipment Necessary for an End-Customer to
Receive Service from the Service Provider (“EITF 06-17). EITF 06-1 provides that consideration provided to the
manufacturers or resellers of specialized equipment should be accounted for as a reduction of revenue if the
consideration provided is in the form of cash and the service provider directs that such cash be provided directly to .
the customer. Otherwise, the consideration should be recorded as an expense. The provisions of EITF 06-1 will be
effective for TWC on January 1, 2008 and are not expected to have a material 1mpact on the Company’s
consolidated financial statéments.

Fair Value Measurementis

In September 2006, the FASB issued Statement of Financial Accounting Standards (“Statement™) No. 157,
Fuir Value Measurements (“FAS 157”). FAS 157 establishes a single authoritative definition of fair value, sets out a
framework for measuring fair value and expands on required disclosures about fair value measurement. Certain
provisions of FAS 157 related to financial assets and liabilities as well as other assets and liabilities carried at fair
value on a recurring basis became effective for TWC on January 1, 2008 and are being applied prospectively. These
provisions of FAS 157 are not expected to have any impact on the Company’s consolidated financial statements.
The provisions of FAS 157 related to other nonfinancial assets and liabilities will be effective for TWC on January 1,
2009, and will be applied prospectively. The Company is currently evaluating the impact the provisions of FAS 157
will have on the Company’s consohdated financial statements as it relates to other nonfinancial assets and
liabilities. :

Business Combinations

In December 2007, the FASB issued Statement No. 141 (revised 2007), Business Combinations (“FAS 141R”).
FAS 141R establishes principles and requirements-for how an acquirer in a business combination (i) recognizes and
measures in its financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling
interest in the acquiree, (ii) recognizes and measures the goodwill acquired in a business combination or a gain from
a bargain purchase, and (iii) determines what information to disclose to enable users of financial statements to
evaluate the nature and financial effects of the business combination. FAS 141R will be applied prospectively to
business combinations that have an acquisition date on or after January 1, 2009. The provisions of FAS 141R will
not impact the Company’s consolidated financial statements for prior periods.

Nancéntrolling Interests . ‘ .

In December 2007, the FASB issued Statement No. 160, Noncontrolling Interests in Consolidated Financial
Statements—an amendment of ARB No. 51 (“FAS 160”). The provisions of FAS 160 establish accounting and
reporting standards for the noncontrolling interest in a subsidiary, including the accounting treatment upon the
deconsolidation of a subsidiary. The provisions of FAS 160 will be effective for TWC on January 1, 2009 and will be
applied prospectively, except for the presentation of the noncontrolling interests, which for all prior periods would
be reclassified to equity in the consolidated balance sheet and adjusted out of net income in the consolidated
statement of operations. The Company is currently evaluating the impact the provisions of FAS 160 will have on the
Company’s consolidated financial statements.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
Cash and Equivalents '

" Cash and equwalents mclude money market funds, overnight deposits and other investments that are readily
convertible into cash and have original maturities of three months or less. Cash equivalents are carried at cost, which
approximates fair value. :
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Investments

Investments in companies in which TWC has significant influence, but less than a controlling voting interest,
are accounted for using the equity method. Significant influence is generally presumed to exist when TWC owns
between 20% and 50% of the investee or holds substantial management rights.

Under the equity method of accounting, only TWC’s investment in and amounts due to and from the equity
investee are included in the consolidated balance sheet; only TWC’s share of the investee’s earnings (losses) is
included in the consolidated statement of operations; and only the dividends, cash distributions, loans or other cash
received from the investee, additional cash investments, loan repayments or other cash paid to the investee are
included in the consolidated statement of cash flows. Additionally, the carrying value of investments accounted for
using the equity method of accounting is adjusted downward to reflect any other-than-temporary declines in value.
Refer to “—Asset Impairments” below for further details.

Derivative Instruments

The Company accounts for derivative instruments in accordance with FASB Statement No. 133, Accounting
for Derivative Instruments and Hedging Activities (“FAS 133”), FASB Statement No. 138, Accounting for Certain
Derivative Instruments and Certain Hedging Activities—an amendment of FASB Statement No. 133 (“FAS 138”),
and FASB Statement No. 149, Amendment of Statement 133 on Derivative Instruments and Hedging Activities
(“FAS 149”). These pronouncements require that all derivative instrutnents be recognized on the balance sheet at
fair value. In addition, these pronouncements provide that for derivative instruments that qualify for hedge
accounting, changes in the fair value will either be offset against the change in fair value of the hedged assets,
liabilities or firm commitments through eamings or recognized in shareholders’ equity as a component of
accumnlated other comprehensive income (loss), net, until the hedged item is recognized in earnings,
depending on whether the derivative is being used to hedge changes in fair value or cash flows. The
ineffective portion of a derivative’s change in fair value is immediately recognized in earnings. The Company
uses derivative instruments to manage the risk associated with movements in foreign currency exchange rates
related to forecasted payments denominated in the Philippine peso related to payments made to vendors who
provide Road Runner™ customer care support services.

Property, Plant and Equipment

Property, plant and equipment are stated at cost. TWC incurs expenditures associated with the construction of
its cable systems. Costs associated with the construction of the cable transmission and distribution facilities and new
cable service installations are capltahzed ‘With respect to certain customer premise equipment, which includes set-
top boxes and high-speed data and voice cable modems, TWC capitalizes installation charges only upon the initial
deployment of these assets. All costs incurred in subsequent disconnects and reconnects are expensed as incurred.
Depreciation on these assets is provided generally on a straight-line basis over their estimated useful lives.

TWC uses standard costing models to capitalize installation activities. Significant judgment is involved in the
development of these costing models, including the average time required to perform an installation and the
determination of the nature and amount of indirect costs to be capitalized. Additionally, the development of
standard costing-models for new products such as Digital Phone involve more estimates than the standard costing
models for established products because the Company has less historical data related to the installation of new
products. The standard costing models are reviewed annually and adjusted prospectively, if necessary, based -on
comparisons to actual costs incurred.

TWC generally capitalizes expenditures for tangible fixed assets having a useful life of greater than one year.
Types of capitalized expenditures include: customer premise equipment, scalable infrastructure, line extensions,
plant upgrades and rebuilds and support capital. In connection with the Transactions, as defined in Note 4 below,
TW NY acquired significant amounts of property, plant and equipment, which were recorded at their estimated fair
values. The remaining useful lives assigned to such assets were generally shorter than the useful lives assigned to
comparable new assets, to reflect the age, condition and intended use of the acquired property, plant and equipment.

86




TIME WARNER CABLE INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

As of December 31, 2007 and 2006, the Company’s property, plant and equipment and related accumulated
depreciation included the following (in millions):

December 31, Estimated

2007 2006 - ‘Useful Lives
Land, buildings and improvements™ ... ... ... .. oi... e $ 1070 $ 910 10-20 years
Distribution SYSteIMS . .« . oo v e v e et e e T 12,940 10,531 3-25 years®™
Converters and MOAEIMIS . . o v - ottt i e sttt 4488 . 3,630 3-5 years
Vehicles and’other equipment ... ... et . 2,267 1,835 3-10 years
CODStrUCtion iN PIOZTESS v v v v v« oo e e e e e e v cm ittt 425 637 ;
21,190 17,543
Less: accumulated depreciaion . . .. ..o i i e (8,317) - (5,942)
TOAL. - v vevv et T e ... $ 12873 8 11,601

® Land, buildings and improvements includes $147 million and $139 miltion of land as of December 3 1, 2007 and 2006, respectively, which
is not depreciated.
®  Weighted-average useful lives for distribution systems are approximately 12 years.

Capitalized Software Costs :

TWC capitalizes certain costs incurred for the development of internal use software. These costs, which
include the costs associated with coding, software configuration, upgrades and enhancements, are included in
property, plant and equipment in the consolidated balance sheet. Such costs are depreciated on a straight-line basis
over 3 to 5 years. These costs, net of accumulated depreciation, totaled $457 million and $371 million as of
December 31, 2007 and 2006, respectively. Amortization of capitalized software costs was $115 million in 2007,
$81 million in 2006 and $54 million in 2003. p

Intangible Assets

TWC has a significant number -of intangible assets, including customer relationships and cable franchises.
Customer relationships and cable franchises acquired in business combinations are recorded at fair value on the
Company’s consolidated balance sheet. Other costs incurred to negotiate and renew cable franchise agreements are
capitalized as incurred. Customer relationships acquired are amortized on a straight-line basis over their estimated
useful life (4 years) and other costs incurred to gain access to sell services to a particular property and to negotiate
and renew cable franchise agreements are amortized over the term of such franchise agreements. o

Asset Impairments
Investments

TWC’s investmerits are primarily accounted for using the equity method of accounting. A subjective aspect of
accounting for investments involves determining whether an other-than-temporary decline in value’ of the
investment has been sustained. If it has been determined that an investment has sustained an other-than-
temporary decline in its value, the investment is written down to its fair value by a charge to eamings. This
evaluation is dependent on the specific facts and circumstances. For investments accounted for using the cost or
equity method of accounting, TWC evaluates information (e.g. budgets, business plans, financial statemenits, etc.)
in determining whether an other-than-temporary decline in value exists. Factors indicative of an other-than-
temporary decline-include recurring.operating losses, credit defaults and subsequent rounds of financing at:an
amount below the cost basis of the Company’s investment. This list is not exhaustive and the Company weighs all
known quantitative and qualitative factors in determining if an other-than-temporary decline in the value of an
investment has occurred. - o - ‘

g7




TIME WARNER CABLE INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

. Goodwill and Indefinite-lived Intangible Assets

- Goodwill impairment is determined using a two-step process. The first step of the process is to compare the fair
value of a reporting unit with its carrying amount, including goodwill. In performing the first step, the Company
determines the fair value of a reporting unit by using two valuation techniques: a discounted cash flow (“DCF”)
analysis and a market-based approach. Determining fair value requires the exercise of significant judgments,
including judgments about appropriate discount rates, perpetual growth rates, relevant comparable company
earnings multiples and the amount and timing of expected future cash flows. The cash flows employed in the DCF
analyses are based on TWC’s budget and long-term business plan, and various growth rates have been assumed for
years beyond the long-term business plan period. Discount rate assumptions are based on an assessment of the risk
inherent in the future cash flows of the respective reporting units. In assessing the reasonableness of its determined
fair values, the Company evaluates its results against other value indicators such as comparable company public
trading values, research analyst estimates and values observed in private market transactions. If the fair value of a
reporting unit exceeds its carrying amount, goodwill of the reporting unit is not impaired and the second step of the
impairment test is not necessary. If the carrying amount of a reporting unit exceeds its fair value, the second step of
the goodwill impairment test is required to be performed to measure the amount of impairment loss, if any. The
second step of the goodwill impairment test compares the implied fair value of the reporting unit’s goodwill with the
carrying amount of that goodwill. The implied fair value of goodwill is determined in the same manner as the
amount of goodwill recognized in a business combination. In other words, the estimated fair value of the reporting

_unit is allocated to all of the assets and liabilities of that unit (including any unrecognized intangible assets) as if the

reporting unit had been acquired in a business combination and the fair value of the reporting unit was the purchase
price paid. If the carrying amount of the reporting unit’s goodwill exceeds the implied fair value of that goodwill, an
lmpalrment loss is recognized in an amount equal to that excess.

The impairment test for other intangible assets not subject to amomzamon involves a comparison of the
estimated fair value of the intangible asset with its carrying value. I the carrying value of the intangible asset
exceeds its fair value, an impairment loss is recognized in an amount equal to that excess. The estimates of fair value
of intangible assets not subject to amortization are determined using a DCF valuation analysis. The DCF
methodology used to value cable franchises entails identifying the projected discrete cash flows related to such
franchises and discounting them back to the valuation date. Significant judgments inherent in this analysis include
the determination of discount rates, cash flows attributable to cable franchises and the terminal growth rates.
Discount rate assumptions are based on an assessment of the risk inherent in the future cash flows generated as a
result of the respective intangible assets.

Goodwill and indefinite-lived intangible assets, primarily the Company’s cable franchise agreements, are
tested annually for impairment during the fourth quarter or earlier upon the occurrence of certain events or
substantive changes in circumstances. The Company’s 2007 annual impairment analysis, which was performed
during the fourth quarter, did not result in any impairment charges. However, over the past year, ‘the decline in the
Company’s stock price has resulted in a lower estimated fair value for each of the Company’s reporting units.
Similarly, the Company has experienced declines in the values of its cable franchises. The result of this decline is
that the estimated fair value of the Los Angeles reporting unit approximates its carrying value, and the fair values of
the cable franchises in many of the Company’s geographic regions approximate their carrying values. Accordingly,
any future declines in estimated fair values will likely result in goodwill and cable franchise impairment charges. It
is possible that such charges, if required, could be recorded prior to the fourth quarter of 2008 (i.e., during an interim
period) if the Company’s stock price, its results of operations, or other factors require such assets to be tested for
impairment at an interim date.

To illustrate the magnitude of a potential impairment charge relative to future changes in estimated fair value,
had the fair values of each of the reporting units and cable franchises been hypothetically lower by 10% as of
December 31, 2007, the Company would have recorded goodwill and cable franchise impairment charges of
approximately $1.5 billior, and had each of the values been hypothetically lower by 20%, the Company would have
recorded goodwill and cable franchise impairment charges of approximately $5.0 billion.
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Long-lived Assets

Long-llved assets, including finite-lived intangible assets, are tested for impairment whenever events or
changes in circumstances indicate that the related carrying amounts may not be recoverable. Determining the extent
of an impairment, if any, typically requires various estimates and assumptions mcludmg cash flows directly
attributable to the asset, the useful life of the asset and residual value, if any. When necessary, the Company uses
internal cash flow estimates, quoted market prices and appraisals, as appropriate, to determine fair value.

Accounting for Pension Plans

*-« TWC has both funded and unfunded noncontributory defined benefit pension plans covering a majority of its
* employees. Pension benefits are based on fortulas that reflect the emnployees™ years of service and compensation
during their employment period and participation in the plans. The pension expense recognized by the Company is
determined using certain assumptions, including the expected long-term rate of return on plan assets, the discount
rate used to determine the present value of future pension benefits and the rate of compensation increases. The
determination of these assumptions is discussed in more detail in Note 11.

Equity-based Compensation

The Company follows the provisions of FASB Statement No. 123 (revised 2004), Share-Based Payment
(“FAS 123R™), which require that a company measure the cost of employee services received in exchange for an
award of equity instruments based on the grant-date fair value of the award. That cost is recognized in the
consolidated statement of operations over the period during which an employee is required to provide service in
exchange for the award. FAS 123R also requires that excess tax benefits, as defined, realized from the exercise of
stock options be reported as a financing cash inflow rather than as a reduction of taxes pa1d in cash ﬂow from-
operanons . :

Historically, TWC employees were granted equity awards under Time Warner’s equity plans. Since April
2007, grants of equ1ty awards to TWC employees have been and will continue to be made under TWC’s eqmty
plans. : ‘ .

With respect to Time Warner equity grants to TWC employees, the grant—date fair value of a stock opt10n is
estimated using the Black- Scholes optlon-pncmg model, consistent with the provisions of FAS 123R and the
Securities and Exchange Commission (“SEC”) Staff Accounting Bulletin (“SAB”) No. 107, Share-Based Payment.
Because the option-pricing model requires the use of subjective assumptions, changes in these assumptions can
materially affect the fair value of the Time Warner stock options granted to TWC employees. Time Warner
determines the volatility assumption for these stock options using 1mphed volatilities, both historical and current,
from Time Warner’s traded options as well as quotes from third-party mvestment banks. The expected term, which
represents the period of time that options granted are expected to be outstanding, is estimated based on the historical
exercise experience of Time Warner employees with respect to their ownership of Time Warner stock options.
Groups of employees that have similar historical exercise behavior are considered separately for valuation
purposes. The risk-free rate assumed in valuing the options is based on the U.S. Treasury yield curve in effect
at the time of grant for the expected term of the option. The Company determines the expected d1v1deud yield
percentage by dividing the expected annual dividend by the market price of Time Wamer common stock at the date
of grant.

In April 2007, TWC made its first grant of stock optlons and restncted stock units based on TWC Class A
common stock. The valuation of, as well as the expense recognition for, such awards is generally consistent. with the
treatment of Time Warner awards granted to TWC employees as described above. However, because TWC’s Class A
commor stock has a limited trading history, the volatility assumption was determined for 2007 awards by reference
to historical and implied volatilities of a comparable peer group of publicly traded companies. Furthermore, the
volatility assumption was calculated using a 75%-25% weighted average of implied volatilities from traded options
and the historical stock price volatility of the peer group. In the future, the Company will also look to the implied
volatilities of TWC traded options in determining expected volatility. :
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For awards granted prior to the adoption of FAS 123R on January 1, 2006, the Company recognizes equity-
based compensation expense for awards with graded vesting by treating each vesting tranche as a separate award
and recognizing compensation expense ratably for each tranche. For equity awards granted subsequent to the
adoption of FAS 123R, the Company treats such awards as a single award and recogmizes equity-based
compensation expense on a straight-line basis (net of estimated forfeitures) over the employee service period.
Equity-based compensation expense is recorded in costs of revenues or selling, general and administrative expense

depending oh the job function of the grantee,

When recording compensation cost for equity awards, FAS 123R requires companies to estimate the number of
equity awards granted that are expected to be forfeited. Prior to the adoption of FAS 123R, the Company recognized
forfeitures. when they occurred, rather than using an estimate at the grant date and subsequently adjusting the
estimated forfeitures to reflect actual forfeitures. The Company recorded a benefit of $2 million, net of tax, as the
cumulative effect of a change in accounting principle upon the adoption of FAS 123R in the first quarter of 2006, to
recognize the effect of estimating the number of awards granted prior to January 1, 2006 that are not ultimately
expected to vest.

Revenues and Costs

Revenues are principally derived from video, high-speed data and voice services and advertising..Subscriber
fees are recorded as revenues in the period during which the service is provided. Subscription revenues feceived
from subscribers who purchase bundled services at a discounted rate are allocated to each product in a pro-rata
manner based on the individual product’s determined fair value. Installation revenues obtained from subscriber
service connections are recognized in accordance with FASB Statement No. 51, Financial Reporting by Television
Cable Companies, as a component of Subscription revenues as the connections are completed, as installation
revenues recognized are less than the related direct selling costs. Advertising revenues, including those from
advertising purchased by programmers, are recognized in the period during which the advertisements are exhibited.

-. Video programming, high-speed data and voice costs are recorded as the services are provided. Video
programming costs are recorded based on the Company’s contractual agreements with its programming vendors.
These contracts are generally multi-year agreements that provide for the Company to make payments to the
programming ‘vendors at agreed upon rates, which represent fair market value, based on the number of subscribers
to which the Company provides the service. If a programming coritract expires prior to the parties’ entry into a new
agreement, management estimates the programming costs during the period there is no contract in place.
Management considers the’ previous contractual rates, inflation and the status of the negotiations in
determining its estimates. When the programming contract terms are finalized, an adjustment to programming
expense is recorded, if 1 necessary, to reflect the terms of the new contract. Management also makes estimates in the
recognition of programnung expense related to other items, such as the accounting for free periods and service
interruptions; as well as'the allocation of consideration exchanged between the parties in multiple-element
transactions. Additionally, judgments are also required by management when the Company purchases multiple
services from the same cable programming vendor. In’ these scenarios, the total consideration provided to the
programming vendor is required to be allocated to the various services received based upon their respective fair
values. Because multiple services from the same programming vendor are often received over different contractual
penods and often have different contractual rates, the allocation of consideration to the individual services will have
an impact on the timing of the Company’s expense recognition.

Launch fees received by the Company from programming vendors are reco gmzed as areduction of expense on
a straight-line basis over the life of the related programming arrangement. Amounts received from programming
vendors representing the reimbursement of markenng costs are recognized as a reducnon of marketmg expenses as
the marketing semces are prowded :

Adverusmg costs are expensed upon the first exhibition of related advertisements: Marketmg expense
(including advertising), net of reimbursements from programmers, was' $499 million in 2007, $414 million in
2006 and $306 millior in 2005.
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Multiple-element Transactions

Multiple-element transactions involve situations where judgment must be exercised in determining the fair
value of the different elements in a bundled transaction. As the term is used here, multiple-eleinent arrangements
can involve:

+ Contemporaneous purchases and sales (e.g., the Company sells advertising services to a customer and at
the same time purchases programming services);

* Sales of multiple products and/or services (e.g., the Company sells video, high-speed data and voice
services to a customer); and/or

* Purchases of multiple products and/or services, or the settlement of an outstanding item contemporaneous
with the purchase of a product or service (e.g., the Company settles a dispute on an existing programming
contract at the same time that it enters into a new programming contract with the same programming
vendor).

Contemporaneous Purchases and Sales

In the normal course of business, TWC enters into muitiple-element transactions where the Company is
simultaneously both a customer and a vendor with the same counterparty. For example, when negotiating the terms
of programming purchase contracts with cable networks, TWC may at the same time negotiate for the sale of
advertising to the same cable network. Arrangements, although negotiated contemporaneously, may be documented
in one or more contracts. In accounting for such arrangements, the Company looks to the guidance contained in the
following authoritative literature:

* Accounting Principles Board Opinion No. 29, Accounting for Nonmonetary Transactions;

* FASB Statement No. 153, Exchanges of Nonmonetary Assets—an amendment of APB Opinion No. 29,

» EITF Issue No. 01-9, Accounting for Consideration Given by a Vendor to a Customer; and

» EITF Issue No. 02-16, Accounting by a Customer (Including a Reseller) for Certain Consideration
Received from a Vendor (“EITF 02-16").

The Company’s accounting policy for each transaction negotiated contemporaneously is to record each
element of the transaction based on the respective estimated fair values of the products or services purchased and the
products or services sold. The judginents made in determining fair value in such transactions impact the amount of
revenues, expenses and net income recognized over the respective terms of the transactions, as well as the respective
periods in which they are recognized.

In determining the fair value of the respective elements, TWC refers to quoted market prices (where available),
historical transactions or comparable cash transactions. The most frequent transactions of this type that the
Company encounters involve funds received from its vendors, which the Company accounts for in accordance with
EITF 02-16. The Company records cash consideration received from a vendor as a reduction in the price of the
vendor’s product unless (i) the consideration is for the reimbursement of a specific, incremental, identifiable cost
incurred in which case it would record the cash consideration received as a reduction in such cost or (i) the
Company is providing an identifiable benefit in exchange for the consideration in which case it recognizes revenue
for this element. :

With respect to programming vendor advertising arrangements being negotiated simultaneously with the same
cable network, TWC assesses whether each piece of the arrangements is at fair value. The factors that are
considered in determining the individual fair values of the programming and advertising vary from arrangement to
arrangement and include:

* existence of a “most-favored-nation” clause or comparable assurances as to fair market value with respect
to programming;
* comparison to fees under a prior contract;
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» comparison to fees paid for similar networks; and
* comparison to advertising rates paid by other advertisers on the Company’s systems.

Sales of Multiple Products or Services

The Company’s policy for revenue recognition in instances where multiple deliverables are sold
contemporaneously to the same counterparty is based on the guidelines of EITF Issue No. 00-21, Revenue
Arrangements with Multiple Deliverables, and SAB No. 104, Revenue Recognition. Specifically, if the Company
enters into sales contracts for the sale of multiple products or services, then the Company evaluates whether it has
fair value evidence for each deliverable in the transaction. If the Company has fair value evidence for each
deliverable of the transaction, then it accounts for each deliverable in the transaction separately, based on the
relevant revenue recognition accounting policies. If the Company is unable to determine fair value for one or more
undelivered elements of the transaction, the Company recognizes revenue on a straight-line basis over the term of
the agreement. For example, the Company sells video, high-speed data and voice services to subscribers in a
bundled package at a rate lower than if the subscriber purchases each product on an individual basis. Subscription
revenues received from such subscribers are allocated to each product in a pro-rata manner based on the fair value of
each of the Tespective services.

Purchases of Multiple Products or Services

The Company’s policy for cost recognition in instances where multiple products or services are purchased
contemporaneously from the same counterparty is consistent with the Company’s policy for the sale of multiple
deliverables to a customer. Specifically, if the Company enters into a contract for the purchase of multiple products
or services, the Company evaluates whether it has fair value evidence for each product or service being purchased if
the Company has fair value evidence for each product or service being purchased, it accounts for each separately,
based on the relevant cost recognition accounting policies. If the Company is unable to determine fair value for one
or more of the purchased elements, the Company recognizes the cost of the transaction on a straight-line basis over
the term of the agreement.

This policy also applies in instances where the Company settles a dispute at the same time the Company
purchases a product or service from that same counterparty. For example, the Company may settle a dispute on an
existing programmmg contract with a programming vendor at the same time that it enters into a new programming
contract with the same programming vendor. Because the Company is negotiating both the settlement of the dispute
and a new programming contract, each of the elements is evaluated to ensure it 18 accounted for at fair value. The
amount allocated to the settlement of the dispute, if determinable and supportable, would be recognized
immediately, whereas the amount allocated to the new programming contract would be accounted for
prospectively, consistent with the accounting for other similar programming agreements. In the event the fair
value of the two elements could not be established, the net amount paid or payable to the vendor would be
recognized over the term of the new or amended programming contract.

Gross Versus Net Revenue Recognition

In the normal course of business, the Company acts as or uses an intermediary or agent in executing
transactions with third parties. The accounting issue presented by these arrangements is whether the Company
should report revenue based on the gross amount billed to the ultimate customer or on the net amount received from
the customer after commissions and other payments to third parties. To the extent revenues are recorded on a gross
basis, any commissions or other payments to third parties are recorded as expense so that the net amount (gross
revenues less expense) is reflected in Operating Income. Accordingly, the impact on Operatmg Income i s the same
whether the Company records revenue on a gross or net basis.

For example, TWC is assessed franchise fees by franchising authorities, which are passed on to the customer.
The accounting issue presented by these arrangements is whether TWC should report revenue based on the gross
amount billed to the ultimate customer or on the net amount received from the customer after payments to
franchising authorities. The Company has determined that these amounts should be reported on a gross basis.
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TWC’s policy is that, in instances where the fees are being assessed directly to the Company, amounts paid to the
governmental authorities and amounts received from the customers are recorded on a gross basis. That is, amounts
paid to the governmental authorities are recorded as costs of revenues and amounts received from the ¢ustomer are
recorded as Subscription revenues. The amount of such franchise fees recorded on a gross bas1s was $495 xmlhon in
2007, $392 million in 2006 and $284 million in 2005.

Income Taxes

TWC is not a separate taxable entity for U.S. federal and various state income tax purposes and its results are
included in the consolidated U.S. federal and certain state income tax returns of Time Warner. The income tax
benefits and provisions, related tax payments, and current and deferred tax balances have been prepared as if TWC
operated as a stand-alone taxpayer for all periods presented in accordance with the tax sharing arrangement between
TWC and Time Warner. Under the tax sharing arrangement, TWC is obligated to make tax sharing payments to
Time Warner as if it were a separate payer. Income taxes are provided using the asset and liability method prescribed
by FASB Statement No. 109, Accounting for Income Taxes. Under this method, income taxes (i.e., deferred tax
assets, deferred tax labilities, taxes currently payable/refunds receivable and tax expense) are recorded based on
amounts refundable or payable in the current year and include the results of any difference between GAAP and tax
reporting. Deferred income taxes reflect the net tax effects of temporary differences between the carrying amount of
assets and liabilities for financial statement and income tax purposes, as determined under enacted tax laws and
rates. The financial effect of changes in tax laws or rates is accounted for in the period of enactment.

The Company made cash tax payments to Time Warner of $263 million in 2007, $444 million in 2006 and
$496 million in 2005.

As previously discussed under “Recent Accounting Standards-—Accounting Standards Adopted in 2007 ” on
January 1, 2007, the Company adopted the provisions of FIN 48, which clarifies the accounting for uncertainty in
income tax positions. This interpretation requires the Company to recognize in the consolidated financial
statements those tax positions determined to be “more likely than not” of being sustained upon examination,
based on their technical merits. '

Comprehensive Income (Loss)

Comprehensive income (loss) is reported in the consolidated statement of shareholders’ equity as a component
of retained earnings and consists of net income (loss) and other gains and losses affecting shareholders’ equity that,
under GAAP, are excluded from net income (loss). For TWC, such items consist of gains and losses on certain
derivative financial instruments and changes in unfunded benefit plan obligations. The following summary sets
forth the components of other comprehensive income (loss) net of tax, accumulated in shareholders’ equity (in
m11110ns) . . ) j

Net . Net Net

Derivative Change in Accumvlated
Financial Unfunded Other
Instrument Benefit Comprehensive
- Losses Obligation Loss
Balance at December 31,2004, . ... .ootiii i ... $ — 3%  @* 3 @
2005 ACHVILY .. ..o i e e e et e ’ — (3) (3)
Balance at December 31, 2005. . . ... . ... .. i i — @ )]
2006 ACHVIY D . L L e e e — (123) (123)
Balance at December 31,2006, ..........ccc..... et e — (130) o (130)
2007 BCHVILY ... .. it et e e 1) (43) L 4d
Balance at December 31, 2007. . .. ... o i e $ I $- 173 §- -~ (174)

@ 2006 amount primarily reflects the adoption of FASE Statement No. 158, Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Benefits (“FAS 1587), on December 31, 2006. Specifically, as a result of adopting FAS 158, on December 31, 2006, the
Company reflected the funded status of its plans by reducing its net pension asset by $208 million to reflect actuarial and investment losses
that had been deferred pursuant to prior pension accounting rules and recording a corresponding deferred tax asset of $84 million and a net
after-tax charge of $124 million. . .
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Income per Common Share

‘Basic income per common share is computed by dividing net income by the weighted average of common
shares outstanding duﬁng the period. Weighted-average common shares include shares of Class A common stock
and Class B common stock. Diluted income per common share adjusts basic income per common share for the
effects of stock options, restricted stock units and other potentially dilutive financial instruments, only in the periods
in which such effect is dilutive. Set forth below is a reconciliation of basic and diluted income per common share
from continuing operations (in millions, except per share data): . a

Years Ended December 31,

. 2007 2006 2005
Income from contmumg operatxons——basm and diluted .............. e e $1,123 § 936 § 1,149
Average common shares outstandmg—basm. e . R 976.9 990.4 1,000.0
Dilutive effect of equity awards . .. ... ..t i ittt i i s 0.3 — —
Average common shares outstanding—dilated . ......... ..o ool 977.2 990.4 1,000.0

Income per common share from continuing operations: . :
2T L $115 $095 §$ 115
" 'Diluted. . ........ e e . $115 $095 § 115

Segments

FASB Statement No. 131, Disclosure about Segments of an Enterprise and Related Information, requires
public companies to disclose certain information about their reportable operating segments. Operating segments are
defined as components of an enterprise for which separate financial information is available and is evaluated on a
regular basis by the chief operating decision makers in deciding how to allocate resources to an individual segment
and in assessing performance of the segment. Since the Company’s continuing operations provide its services over
the same delivery system, the Company has only one reportable segment.

4. TRANSACTIONS WITH ADELPHIA AND COMCAST
Adelphia Acquisition and Related ."Il'ansactions

On July 31, 2006, TW NY and Comcast completed their respective acquisitions of assets comprising in the
aggregate substantially all of the cable assets of Adelphia (the “Adelphia Acquisition”). At the closing -of the
Adelphia Acquisition, TW NY paid approximately $8.9 billion in cash, after giving effect to certain purchase price
adjustments, and shares representing 17.3% of TWC’s Class A common stock (approximately 16% of TWC’s
outstanding common stock) valued at approximately $5.5 billien for the portion of the Adelphia assets it acquired.
The valuation of approximately $5.5 billion for the approximately 16% interest in TWC as of July 31, 2006 was
detertined by management using a DCF and market comparable valuation model. The DCF valuation model was
based upon the Comnpany’s estimated future cash flows derived from its business plan and utilized a discount rate
consistent with the inherent risk in the business. The 16% interest reflects 155,913,430 shares of TWC Class A
common stock issued to Adelphia, which were valued at $35.28 per share for purposes of the Adelphia Acquisition.

In addition, on July 28, 2006, American Television and Communications Corporation (“ATC"), a subsidiary of
Time Wamer, contributed its 1% common equity interest and $2.4 billion preferred equity interest in Time Warner
Entertainment Company, L.P. (“TWE”) to TW NY Cable Holding Inc. (“TW NY Holding”), a newly created
subsidiary of TWC and the parent of TW NY, in exchange for a 12.43% non-voting common stock interest in TW
NY Holding havmg an equivalent fair value.

On July 31, 2006, immediately before the closing of the Adelphia Acquisition, Comcast’s interests in TWC
and TWE were redeemed. Specifically, Comcast’s 17.9% interest in TWC was redeemed in exchange for 100% of
the capital stock of a subsidiary of TWC holding both cable systems serving 589,000 basic video subscribers, with
an estimated fair value of $2.470 billion, as determined by management using a DCF and market comparable
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valuation model, and $1.857 billion in cash (the “TWC Redemption™). In addition, Comcast’s 4.7% interest in TWE
was redeemed in exchange for 100% of the equity interests of a subsidiary of TWE holding both cable systems
serving 162,000 basic video subscribers, with an estimated fair value of $630 million, as determined by
management using a DCF and market comparable valuation model, and $147 million in cash (the “TWE
Redemption” and, together with the TWC Redemption, the “Redemptions”). The DCF valuation model was
based upon the Company’s estimated future cash flows derived from its business plan and utilized a discount rate
consistent with the inherent risk in the business. The TWC Redemption was designed to qualify as a tax-free split-
off under section 355 of the Internal Revenue Code of 1986, as amended (the “Tax Code”). For accounting purposes,
the Redemptions were treated as an acquisition of Comcast’s minority interests in TWC and TWE and a disposition
of the cable systems that were transferred to Comcast. As of December 31, 2006, the purchase of the minority
interests resulted in a reduction of goodwill of $738 million related to the excess of the camrying value of the
Comcast minority interests over the total fair value of the Redemptions. In addition, the disposition of the cable
systems resulted in an after-tax gain of $945 million included in discontinued operations for the year ended
December 31, 2006, which is comprised of a $131 million pretax gain (calculated as the difference between the
carrying value of the systems acquired by Comcast in the Redemptions totaling $2.969 billion and the estimated fair
value of $3.100 billion) and a net tax benefit of $814 million, including the reversal of historical deferred tax
liabilities of $838 million that had existed on systems transferred to Comcast in the TWC Redemption.

Following the Redemptions and the Adelphia Acquisition, on July 31, 2006, TW NY and Comcast swapped
certain cable systems, most of which were acquired from Adelphia, each with an estimated value of $8.700 billion,
as determined by management using a DCF and market comparable valuation model, in order to enhance TWC’s
and Comcast’s respective geographic clusters of subscribers (the “Exchange” and, together with the Adelphia
Acquisition and the Redemptions, the “Transactions™), and TW NY paid Comcast $67 million for certain
adjustments related to the Exchange. The DCF valuation model was based upon estimated future cash flows
and utilized a discount rate consistent with the inherent risk in the business. The Exchange was accounted for as a
purchase of cable systems from Comcast and a sale of TW NY’s cable systems to Comcast. The systems exchanged
by TW NY included Urban Cable Works of Philadelphia, L.P. (“Urban Cable”) and systems acquired from
Adelphia. The Company did not record a gain or loss on systems TW NY acquired from Adelphia and transferred to
Comcast in the Exchange because such systems were recorded at fair value in the Adelphia Acquisition. The
Company did, however, record a pretax gain of $34 million ($20 million, net of tax) on the Exchange related to the
disposition of Urban Cable, which is included in discontinued operations for the year ended December 31, 2006.

The purchase price for each of the Adelphia Acquisition and the Exchange is as follows (in millions):

Cash consideration for the Adelphia Acquisition. .. .......... . i i $ 8,935
Fair value of equity consideration for the Adelphia Acquisition .. ... ... ... ... ... .. ... o it 5,500
Fairvalue of Urban Cable . .. .. ..ot i et a e e e 190
L0 11T o o 227
Total purchase PIECE v vttt et et e ettt e e e e e $14,852

Other costs consist of (i) contractual closing adjustments totaling $56 million, (ii) $116 million of total
transaction costs and (iii) $55 million of transaction-related taxes.
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- The purchase price allocation for the Adelphia Acquisition and the Exchange is as follows (in millions):

" Depreciation/
Amm:tizag?n
Periods

Intangible assets not subject to amortization (cable franchise rights) ...........ov0vve $10,487  non-amortizable
Intangible assets subject to amortization (primarily customer relationships) .. ........... 882 4 years
Property, plant and equipment (primarily cable television equipment) .. ....... ... ... .. 2,426 120 years
OLhEr BSSEIE & ¢ v v v v v oo ee seee s asaesaseannsssonssssnssnansssanssnessss 162  not applicable
T e s 1e L 211 S S R 1,114  non-amortizable
L1015 R (219) not applicable

Total purchase PriCe. .. . .« v oo vt ettt i e ... 314,852

® ° Inangible assets and goodwill associated with the Adelphia Acquisition are deductible over a 15-year period for tax purposes and would
reduce pet cash tax payments by more than $300 million per year, assuming the following: (i) straight-line amortization deductions over
15 years, (ii) sufficient taxable income to utilize the amortization deductions and (iii) a 40% effective tax rate.

The ‘allocation of the purchase price for the Adelphia Acquisition and the Exchange primarily used a DCF
approach with respect to identified intangible assets and a combination of the cost and market approaches with
respect to property, plant and equipment. The DCF approach was based upon management’s estimated future cash
flows from the acquired assets and liabilities and utilized a discount rate consistent with the inherent risk of each of
the acquired assets and liabilities.

The systems acquired in connection with the Transactions have been included in the consolidated financial
statements since the closing of the Transactions. The systems previously owned by TWC that were transferred to
Comcast in connection with the Redemptions and the Exchange (the “Transferred Systems™) have been reflected as
discontjgued operations in the consolidated financial statements for all periods presented. '

Financial data for the Transferred Systems included in discontinued operations for the years ended
December 31, 2006 and 2005 is as follows (in millions, except per share data):

Years Ended December 31,

2006 2005
Total revenues .............. e S 3 457 % 686
Pretax inCome .. ..o vvvvvnnerensnann e e e e e 3 285 % 163
Income tax benefit (provision) . .. ... .o i il P 753 (59)
NEEIICOME « + « v v v e v e e e e et e e eetn e et e e e e e e $ 1,038 § 104
Basic and diluted net income per commOnN Share . .. ... .vvvnevnv e s e orsnsnnns $ 105 § 0.10
Average basic and diluted common shares outstanding . . ... ... i 990.4 1,000.0

Included in discontinued operations for the year ended December 31, 2006 were a pretax gain of $165 million
on the Transferred Systems and a net tax benefit of $800 million comprised of a tax benefit of $814 million on the
Redemptions, partially offset by a provision of $14 million on the Exchange. The tax benefit of $814 million
resulted primarily from the reversal of historical deferred tax liabilities (included in noncurrent liabilities of
discontinued operations) that had existed on systems transferred to Comcast in the TWC Redemption. The TWC
Redemption was designed to qualify as a tax-free split-off under section 355 of the Tax Code, and as a result, such
liabilities were no longer required. However, if the Internal Revenue Service were successful in challenging the tax-
free characterization of the TWC Redemption, an additional cash liability on account of taxes of up to an estimated
$900 million could become payable by the Company.

As a result of the closing of the Transactions, on July 31, 2006, TWC acquired systems with approximately
4.0 million basic video subscribers and disposed of the Transferred Systems, with approximately 0.8 million basic
video subscribers, for a net gain of approximately 3.2 million basic video subscribers.
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On February 13, 2007, Adelphia’s Chapter 11 reorganization plan became effective and, under applicable
securities law regulations and provisions of the U.S. bankruptcy code, TWC became a public company subject to
the requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Under the terms of the
reorganization plan, during 2007, substantially all of the 155,913,430 shares of TWC’s Class A common stock that
Adelphia received in the Adelphia Acquisition (representing approximately 16% of TWC's outstanding common
stock) were distributed to Adelphia’s creditors. The remaining shares are expected to be distributed as the remaining
disputes are resolved by the bankruptcy court. As of December 31, 2007, Time Warner owned approximately 84.0%
of TWC’s ontstanding common stock (including 82.7% of the outstanding shares of TWC’s Class A common stock
and all outstanding shares of TWC’s Class B common stock, representing a 90.6% voting interest), as well as a
12.43% non-voting common stock interest in TW NY Holding, On March 1, 2007, TWC’s.Class A common stock
began trading on the New York Stock Exchange under the symbol “TWC.”

TKCCP Joint Venture

TKCCP was a 50-50 joint venture between TWE-A/N, which 1s a consolidated subsidiary of TWC, and
Comcast. In accordance with the terms of the TKCCP partnership agreement, on July 3, 2006, Comcast notified
TWC of its election to triggeér the dissolution of the parthership and its decision to allocate all of TKCCP’s debt,
which totaled approximately $2 billion, to the pool of assets consisting of the Houston cable systems (the “Houston
Pool”). On August 1, 2006, TWC notified Cormcast of its election to receive the Kansas City Pool. On October 2,
2006, TWC received approximately $630 million from Comcast due to the repayment of debt owed by TKCCP to
TWE-A/N that had been allocated to the Houston Pool. From July 1, 2006 through December 31, 2006, TWC was
entitled to 100% of the economic interest in the Kansas City Pool (and recognized such interest pursuant to the
equity method of accounting), and it was not entitled to any economic benefits of ownership from the Houston Pool.

On January 1, 2007, TKCCP distributed its assets to TWC and Comcast. TWC received the Kansas City Pool,
which served 788,000 basic video subscribers as of December 31, 2006, and Comcast received the Houston Pool,
which served 795,000 basic video subscribers as of December 31, 2006. TWC began consolidating the results of the
Kansas City Pool on January 1, 2007. TKCCP was formally dissolved on May 15, 2007.

For accounting purposes, the Company has treated the distribution of TKCCP’s assets as a sale of the
Company’s 50% equity interest in the Houston Pool and as an acquisition of Comcast’s 50% equity interest in the
Kansas City Pool. As a result of the sale of the Company’s 50% equity interest in the Houston Pool, the Company
recorded a pretax gain of $146 million in the first quarter of 2007, which is included as a component of other
income, net, in the consolidated statement of operations for the year ended December 31, 2007. '

The acquisition of Comcast’s 50% equity interest in the Kansas City Pool on January 1, 2007 was treated asa
step-acquisition and accounted for as a purchase business combination. The consideration paid to acquire the 50%
equity interest in the Kansas City Pool was the fair value of the 50% equity interest in the Houston Pool transferred
to Comcast. The estimated fair value of TWC’s 50% interest in the Houston Pool of $880 million was determined
using a DCF analysis and was reduced by debt assumed by Comcast. The purchase price allocation is as follows as
of .December 31, 2007 (in millions):

Depreciation/
Amortization
Periods

Intangible assets not subject to amortization (cable franchise rights) ... ......... $ 612  non-amortizable
Intangible assets subject to amortization (primarily customer relationships) ... ... . 66 4 years
Property, plant and equipment (primarily cable television equipment) ........... 183 1-20 years
Other A88EtS . . . . ittt e e e e * 67 not applicable
Liabilites . o\ v v vt e e e e (48) not applicable

Total purchase price. . . . . e e e e $ 880
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FCC Order Approving the Transactions

In its order approving the Adelphia Acquisition, the Federal Communications Commission (the “FCC”)
imposed conditions on TWC related to regional sports networks (“RSNs”), as defined in the order, and the
resolution of disputes pursuant to the FCC’s leased access regulations. In particular, the order provides that:

« neither TWC nor its affiliates may offer an affiliated RSN on an exclusive basis to any multichannel video

programming distributor (“MVPD”); :
-« TWC may not unduly or improperly influence:

« the decision of any affiliated RSN to sell programming to an unaffiliated MVPD; or
"» 'the prices, terms and conditions of sale of programming by an affiliated RSN to an unaffiliated MVPD;

+ if an MVPD and an affiliated RSN cannot reach an agreement on the terms and conditions of carriage, the
MVPD may elect commercial arbitration to resolve the dispute;

e if anunaffiliated RSN is denied carriage by TWC, it may elect commercial arbitration to resolve the dispute
in accordance with federal and FCC rules; and : '

« withrespect to leased access, if an unaffiliated programmer is unable to reach an agreement with TWC, that
programmer may elect commercial arbitration to resolve the dispute, with the arbitrator being required to
resolve the dispute using the FCC’s existing rate formula relating to pricing terms.

The FCC has suspended this “baseball style” arbitration procedure as it relates to TWC’s carriage of
unaffiliated RSNs, although it will allow the arbitration of a claim brought by the Mid-Atlantic Sports
Network because the claim was brought prior to the suspension. Any arbitrator’s award is subject to de novo
review at the FCC as well as judicial review. "

Sale of Certain North Carolina Cable Systems

The closing of the transactions with Adelphia, which included the Company’s acquisition from Adelphia of
certain cable systems in Mooresville, Comelius, Davidson and unincorporated Mecklenburg County, North
Carolina, triggered a right of first refusal under the franchise agreements covering these systems. These
municipalities (“the Consortium”) exercised their right to acquire these systems. As a result, on December 19,
2007, these cable systems, serving approximately 14,000 basic video subscribers and approximately 30,000
revenue generating units as of the closing date, were sold for $52 million. The sale of these systems did not have a |
material impact on the Company’s results of operations or cash flows.

5. MERGER-RELATED AND RESTRUCTURING COSTS |
Merger-related Costs

Cumulatively, through December 31, 2007, the Company expensed non-capitalizable merger-related costs
associated with the Transactions of $56 million, of which $10 million and $38 million was incurred during the years
ended December 31, 2007 and 2006, respectively.

As of December 31, 2007, payments of $56 million have been made againét this accrual, of which $14 million
and $38 million were made during the years ended December 31, 2007 and 2006, respectively.

Restructuring Costs

" Cumulatively, through December 31, 2007, the Company incurred restructuring costs of $65 million as part of
its broader plans to simplify its organizational structure and enhance its customer focus, and payments of
$49 million have been made against this accrual. Of the remaining $16 million lability, $9 million is
classified as a current liability, with the remaining $7 million classified as a noncurrent liability in the
consolidated balance sheet as of December 31, 2007. Amounts are expected to be paid through 2011.
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Information relating to the restructuring costs is as follows (in millions):

Employee Other )
: Terminations Exit Costs Total
Remaining lability as of December 31,2005 ... .......... e $ 23 % 3 % 26
ACCIUAIS . v v i i e ottt i e 8 10 18
Cashpaid. ........0vcnnnn T (13) (8) (21)
Remaining lability as of December 31,2006, ., ... ................ 18 5 . 23
Accruals . ... ..o, e e i a e e 7 6 13
Cashpaid. .....ovvivnn i E e (12) () (20)
Remaining liability as of December 31,2007 . ........ ..o nvunns $ 13° %8 ...~ 3 % 16

6. GOODWILL AND INTANGIBLE ASSETS

TWC has a significant number of intangible assets, including customer relationships and cable franchises.
Goodwill and intangible assets are tested annually for impairment during the fourth quarter, or earlier upon the
occurrence of certain events or substantive changes in circumstances. The Company determined during its annual
impairment reviews that no impairments existed as of December 31, 2007, 2006 or 20035, respectively.

A summary of changes in the Company’s goodwill for the years cnde_d December 31, 2007 and 2006 is as
follows (in millions): - e .

Balance as of Decemmber 31, 2005 . -+« +«evvens et et $ 1769
Acquisitions and dispositions related to the Transactions™ . . ... ... ..ot 312
(10, 11723 SN e (22)
Balance as of December 31, 2006 . . .. v v it v e e e $ 2,059
Purchase price adjustments related to the Adelphia Acquisition and the Exchange...............o0vn 64
B0 1317 < AR (6)
Balance as of December 31, 2007 . o .. v ittt i it $ - 2117

®  Includes goodwill recorded as a result of the preliminary purchase price allocation for the Adelphia Acquisition and the Exchange of
$1.050 billion, partially offset by a $738 million adjustment to goodwill related to the excess of the carrying value of the Comcast
minority interests in TWC and TWE acquired over the total fair value of the Redemptions. Of the $738 million adjustment to goodwill,
$719 million is associated with the TWC Redemption and $19 million is associated with the TWE Redemption. Refer to Note 4 for
additional information regarding the Transactions. . "

As of December 31, 2007 and 2006, the Company’s intangible assets and related accumulated amortization
consisted of the following (in millions): . o S

December 31, 2007 December 31, 2006
Accuomulated Accumulated
- Gross Amortization Net . Gross - Amortization - Net

Intangible assets subject to amortization: o

Customer relationships, . . .. ... ovvvvun -3 954 § (330) $ 624 $ 1,128 3% (323) $ 805
Renewal of cable franchise and access rights . . 242 (153) -89 207 (139) 68
(07111, S 38 (32) - 6 29 (26) 3
TOMAL . - v et e e e e $ 1234 $ | (515 % 719 $ 1364 § (488) $ 876
Intangible assets not subject to amortization:

Cable franchise rights .. . .............. $ 40312 § (1,390) $ 38922 § 39342 $ (1,294) $ 38,048
L1 3 — 3 3 — 3
Total. .. oo e s - $ 40315 $ (1,390) $ 38,925 § 39345 § (1,294) $ 38,051

The Company recorded amortization expense of $272 million in 2007, $167 million in 2006 and $72 million in
2005, Based on the current amount of intangible assets subject to amortization, the estimated amortization expense
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is expected to be $259 million in 2008, $257 million in 2009, $163 million in 2010, $13 million in 2011 and
$8 million in 2012. These amounts may vary as acquisitions and dispositions occur in the future and as purchase
price allocations are finalized. '

7. INVESTMENTS AND JOINT VENTURES

The Company had investments of $735 million and $2.072 billion as of December 31, 2007 and 2006,
respectively. These investments are comprised almost entirely of equity-method investees.

As of December 31, 2007, investments accounted for using the equity method, and the respective ownership
percentage held by TWC, primarily consisted of SpectrumCo, LLC, a wireless joint venture with several other cable
companies (the “Wireless Joint Venture”) (27.8% owned) to which TWC contributed $33 million in 2007. The
Company’s recorded investment for the Wireless Joint Venture approximates the Company’s equity interests in the
underlying net assets of this equity-method investment.

As of December 31, 2006, investments accounted for using the equity method primarily consisted of TKCCP
(50% owned, and TWC began consolidating the results of the Kansas City Pool of TKCCP on January 1,2007) and
the Wireless Joint Venture to which TWC contributed $633 million in 2006. Refer to Note 4 for further details
regarding the dissolution of TKCCP.
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8. DEBT AND MANDATORILY REDEEMABLE PREFERRED EQUITY

The Company’s debt and mandatorily redeemable preferred equity, as of December 31, 2007 and 2006,
includes the following components:

Outstanding Balance as of

Interest Rate at i
Face December 31, ~ December 31,
Amount 2007 Maturity 2007 2006
(in millions) (in millions)
Debt due within one year™. . ... ... ..... _ $ - 3 4
Bank credit agreements and commercial K .
paper program®™®© , .. ... ... ... S 5.391%9 . 2011 5256 11,077
TWE notes and debentures: . ‘
Senior debentures® ................ $ 600  7.250%% 2008 601 602
" SERIOr MOES. . . v v v v v v eee e, 250  10.150%® 2012 267 271
Seniornotes. . . .....vi i . 350 2.875%® 2012 365 369
Senior debentures. . .. .............. - 1,000 8.375%® 2023 1,040 -1,043
Senior debentures. . ........ I 1,000 8.375% 2033 _ 1,053 1,055
Total TWE notes and debentures® . . . . ., $ 3.200 3,326 3,340
TWC notes and debentures:
NOES . . oottt $ 1,500 5.400%® 2012 1,498 —
NOWES « v ve e eee e e e e 2,000 5.850%™ 2017 1,996 —
DEDENMUIES . . . . v ovnrsene e, 1,500 6.550%" 2037 1,491 —
Total TWC notes and debentures . ... ... $ 5,000 4,985 —
Capital leases and other . . .. e 10 11
Total long-term debt. . ................ . 13,577 14,428
Totaldebt. ..\ ovveeeeneennnnnnnn.s 13,577 14,432
TW NY Preferred Membership Units . . . . . . $ 300 8.210% 2013 300 300
Total debt and TW NY Preferred_ :
Membership Units .. ............... $ 13,877 $ 14,732

@ Debt due within one year primarily relates to capital lease obligations.

®  Unused capacity, which includes $232 million and $51 million in cash and equivalents as of December 31, 2007 and 2006, respectively,
equals $3.881 billion and $2.798 billion as of December 31, 2007 and 2006, respectively. Unused capacity as of December 31, 2007 and
2006 reflects a reduction of $135 million and $159 million, respectively, for outstanding letters of credit backed by the Cable Revalving
Facility, as defined below.

©  Quistanding balance amounts exclude an unamortized discount on commercial paper of $5 million and $17 million as of December 31,
2007 and 2006, respectively.

@ Rate represents a weighted-average interest rate.

©  AsofDecember 31, 2007, the Company has classified $601 million of TWE debentures due within the next twelve months as long-term in
the consolidated balance sheet to reflect management’s intent and ability to refinance the obligation on a long-term basis through the
utilization of the unused committed capacity under the Cable Revolving Facility, if necessary.

®  Rate represents the stated rate at original issuance. The effective weighted-average interest rate for the TWE notes and debentures in the
aggregate is 7.64% at December 31, 2007.

®  Amounts include an unamortized fair value adjustment of $126 million and $140 million as of December 31, 2007 and 2006, respectively.

@ Rate represents the stated rate at original issuance. The effective weighted-average interest rate for the TWC notes and debentures in the
aggregate is 5.97% at December 31, 2007,

Debt Securities

On April 9, 2007, the Company issued $5.0 billion in aggregate principal amount of senior unsecured notes and
debentures (the *“2007 Bond Offering”) consisting of $1.5 billion principal amount of 5.40% Notes due 2012 (the
“2012 Initial Notes™), $2.0 billion principal amount of 5.85% Notes due 2017 (the “2017 Initial Notes™”) and
$1.5 billion principal amount of 6.55% Debentures due 2037 (the “2037 Initial Debentures” and, together with the
2012 Initial Notes and the 2017 Initial Notes, the “Initial Debt Securities”) pursuant to Rule 144A and Regulation S
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under the Securities Act of 1933, as amended. The Initial Debt Securities are guaranteed by TWE and TW NY
Holding (the “Guarantors™). ‘

On November 5, 2007, pursuant to a registration rights agreement entered into in connection with the issuance
of the Initial Debt Securities, TWC and the Guarantors exchanged (i) substantially all of the 2012 Initial Notes fora
like aggregate principal amount of registered debt securities without transfer restrictions or registration rights (the
“2012 Registered Notes,” and, together with the 2012 Initial Notes, the “2012 Notes”), (ii) all of the 2017 Initial
Notes for a like aggregate principal amount of registered debt securities without transfer restrictions or registration
rights (the “2017 Registered Notes,” and, together with the 2017 Initial Notes, the “2017 Notes”), and
(iif) substantially all of the 2037 Initial Debentures for a like aggregate principal amount of registered debt
securities without transfer restrictions or registration rights (the “2037 Registered Debentures,” and, together with
the 2037 Initial Debentures, the “2037 Debentures™). Collectively, the 2012 Notes, the 2017 Notes and the 2037
Debentures are referred to as the “Debt Securities.”

The Debt Securities were issued pursuant to an Indenture, dated as of April 9, 2007 (the “Base Indenture”), by
and among TWC, the Guarantors and The Bank of New York, as trustee, as supplemented by the First Supplemental
Indenture, dated as of April 9, 2007 (the “First Supplemental Indenture” and, together with the Base Indenture, the
“Indenture”), by and among TWC, the Guarantors and The Bank of New York, as trustee.

The 2012 Notes mature on July 2, 2012, the 2017 Notes mature on May 1, 2017 and the 2037 Debentures
mature on May 1, 2037. Interest on the 2012 Notes is payable semi-annually in arrears on January 2 and July 2 of
each year, beginning on July 2, 2007. Interest on the 2017 Notes and the 2037 Debentures is payable semi-annually
in arrears on May 1 and November 1 of each year, beginning on November 1, 2007. The Debt Securities are
unsecured senior obligations of TWC and rank equally with its other unsecured and unsubordinated obligations.
The guarantees of the Debt Securities are unsecured senior obligations of the Guarantors and rank equally in right of
payment with all other unsecured and unsubordinated obligations of the Guarantors.

The Debt Securities may be redeemed in whole or in part at any time at TWC's option at a redemption price
equal to the greater of (i) 100% of the principal amount of the Debt Securities being redeemed and (ii) the sum of the
present values of the remaining scheduled payments on the Debt Securities discounted to the redemption date on a

.semi-annual basis at a government treasury rate plus 20 basis points for the 2012 Notes, 30 basis points for the 2017
Notes and 35 basis points for the 2037 Debentures as further described in the Indenture, plus in each case, accrued
but unpaid interest to the redemption date.

The Indenture contains customary covenants relating to restrictions on the ability of TWC or any material
subsidiary to create liens and on the ability of TWC and the Guarantors to consolidate, merge or convey or transfer .
substantially all of their assets. The Indenture also contains customary events of default.

Bank Credit Agreements and Commercial Paper Program

In the first quarter of 2006, the Company entered into $14.0 billion of bank credit agreements, consisting of an
amended and restated $6.0 billion senior unsecured five-year revolving credit facility maturing February 15, 2011
(the “Cable Revolving Facility™), a $4.0 billion five-year term loan facility maturing February 21, 2011 (the “Five-
Year Term Facility”) and a $4.0 billion three-year term loan facility maturing February 24, 2009 (the “Three- Year
Term Facility” and, together with the Five-Year Term Facility, the “Term Facilities”). The Term Facilities, together
with the Cable Revolving Facility, are referred to as the “Cable Facilities.” Collectively, the Cable Facilities
refinanced $4.0 billion of previously existing committed bank fmancing, and $2.0 billion of the Cable Revolving
Facility and $8.0 billion of the Term Facilities were used to finance, in part, the cash portions of the Transactions..
The Cable Facilities are guaranteed by TWE and TW NY Holding (or, in the case of the Three-Year Term Facility,
was guaranteed by TWE and TW NY Holding, as discussed below).

In April 2007, TWC used a portion of the net proceeds of the 2007 Bond Offering to repay all of the
outstanding indebtedness under the Three-Year Term Facility, which was terminated on April 13, 2007. The balance
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of the net proceeds was used to repay a portion of the outstanding indebtedness under the Five-Year Term Facility on
April 27, 2007, which reduced such facility from $4.0 billion to $3.045 billion. :

Borrowings under the Cable Revolving Facility bear interest ata rate based on the credit rating of TWG, which
rate was LIBOR plus 0.27% per annum at December 31, 2007, In addition, TWC is required to pay a facility fee on
the aggregate commitments under the Cable Revolving Facility at a rate determined by the credit rating of TWC,
which rate was 0.08% per annum at December 31, 2007. TWC may also incur an additional usage fee of 0.10% per
annum on the outstanding loans and other extensions of credit under the Cable Revolving Facility if and when such
amounts éxceed 50% of the aggregate commitments thereunder. Borrowings under the Five-Year Term Facility bear
ihterest at  rate based on the credit rating of TWC, which rate was LIBOR plus 0.40% per annum at December 31,
2007. : : : ' ‘

The Cable Revolving Facility provides same-day funding capability and a portion of the commitment, not to
exceed $500 million at any time, may be used for the issuance of letters of credit. The Cable Revolving Facility and
the Five-Year Term Facility contain a maximum leverage ratio covenant of 5 0 times the consolidated EBITDA of
TWC. The terms and related financial metrics associated with the leverage ratio are defined in the applicable
agreements. At December 31, 2007, TWC was in compliance with the leverage covenant, with a leverage ratio,
calculated in accordance with the agreements, of approximately 2.3 times. The Cable Révolving Facility and the
Five-Year Term Facility do not contain any credit ratings-based defaults or covenants or any ongoing covenant or
representations specifically relating to a material adverse change in the financial condition or results of operations
of Time Warner or TWC. Borrowings under the Cable Revolving Facility may be used for general corporate
purposes, and unused credit is available to support borrowings under TWC’s commercial paper program.

In addition to the Cable Revolving Facility and the Five-Year Term Facility, TWC maintains a $6.0 billion
unsecured commercial paper program (the “CP Program”) that is also guaranteed by TW NY Holding and TWE.
Commercial paper issued under the CP Program is supported by unused committed capacity under the Cable
Revolving Facility and ranks pari passu with other unsecured senior indebtedness of TWC, TWE and TW NY
Holding. As a result of recent market volatility in the U.S. debt markets, including the dislocation of the overall

commercial paper market, TWC has decreased the amount of commercial paper outstanding under the CP Program,
and has offset this decrease by increasing borrowings outstanding under the Cable Revolving Facility.

As of December 31, 2007, there were borrowings of $3.045 billion outstanding under the Five-Year Term
Facility, borrowings of $1.800 billion and letters of credit totaling $135 million outstanding under the Cable
Revolving Facility, and $416 million of commercial paper outstanding under the CP Program. TWC’s available
committed capacity under the Cable Revolving Facility as of December 31, 2007 was $3.649 billion, and TWC had
$232 million of cash and equivalents on hand.

TWE Notes and Debentures

. During 1992 and 1993, TWE issued the TWE notes and debentures (the “TWE Notes™) publicly in a number of
offerings. The maturities of these outstanding issuances ranged from 15 to 40 years and the fixed interest rates range
from 7.25% to 10.15%. The fixed-rate horrowings include an unamortized debt premium of $126 million and
$140 million as of December 31, 2007 and 2006, respectively. The debt premium is amortized over the term of each
debt issue as a reduction of interest expense. As discussed below, TWC and TW NY Holding have each guaranteed
TWE’s obligations under the TWE Notes. Prior to November 2, 2006, ATC and Wamer Communications Inc.
(“WCI”), which entities are subsidiaries of Time Warner, each guaranteed prorata portions of the TWE Notes based
on the relative fair value of the net assets that each contributed to TWE prior to the restructuring of TWE, which was
completed in March 2003 (the “TWE Restructuring”). On September 10, 2003, TWE submitted an application witk
the SEC to withdraw its 7.25% Senior Debentures (due 2008) from Jisting and registration on the NYSE. The
application to withdraw was granted by the SEC effective on October 17,2003, As a result, TWE has no obligatior
to file reports with the: SEC under the Exchange Act. ' ‘
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The indenture (the “TWE Indenture”) governing the TWE Notes was amended in several respects during 2006.
Pursuant to the Tenth Supplemental Indenture to the TWE Indenture, TW NY Holding fully, unconditionally and
irrevocably guarantees the payment of principal and interest on the TWE Notes. As a result of a consent solicitation
that was completed on November 2, 2006, the Eleventh Supplemental Indenture to the TWE Indenture was entered
into pursuant to which (i) TWC provides a direct guaranty of the TWE Notes, rather than a guaranty of the TW
Partner Guaranties (as defined below), (ii) the guaranties (the “TW Partner Guaranties™) previously provided by
ATC and WCI were terminated and (iii) TWE is permitted to provide holders of the TWE Notes with quarterly and
annual reports that TWC (or any other ultimate parent guarantor, as described in the Eleventh Supplemental
Indenture) would be required to file with the SEC pursuant to Section 13 of the Exchange Act, if it were required to
file such reports with the SEC in respect of the TWE Notes pursuant to such section of the Exchange Act, subject to
certain exceptions as described in the Eleventh Supplemental Indenture. .

TW NY Preferred Membership Units

In connection with the financing of the Adelphia Acquisition, TW NY issued $300 million of its Series A
Preferred Membership Units (the “TW NY Preferred Membership Units”) to a limited number of third parties. The
TW NY.Preferred Membership Units pay cash dividends at an annual rate equal to 8.21% of the sum of the
" liquidation preference thereof and any accrued but unpaid dividends thereon, on a quarterly basis. The TW NY
Preferred Membership Units are subject to mandatory redemption by TW NY on August 1, 2013 and are not
redeemable by TW NY at any time prior to that date. The redemption price of the TW NY Preferred Membership
Units is equal to their liquidation preference plus any accrued and unpaid dividends through the redemption date.
Except under limited circumstances, holders of TW NY Preferred Membership Units have no voting rights.

The terms of the TW NY Preferred Membership Units require that holders owning a majority of the TW NY
Preferred Membership Units must approve any agreement for a material sale or transfer by TW NY and its
subsidiaries of assets at any time during Which TW NY and its subsidiaries maintain, collectively, cable systems
serving fewer than 500,000 cable subscribers, or that would (after giving effect to such asset sale) cause TW NY to
maintain, directly or indirectly, fewer than 500,000 cable subscribers, unless the net proceeds of the asset sale are
applied to fund the redemption of the TW NY Preferred Membership Units and the sale occurs on or immediately
prior to-the redemption date. Additionally, for so long as the TW NY Preferred Membership Units remain
outstariding, TW NY may not merge or consolidate with another company, or convert from a limited liability
company to a corporation, partmership or other entity, unless (i) such merger or consolidation is permitted by the
asset sale covenant described above, (i) if TW NY is not the surviving entity or is no longer a limited Liability
company, the then holders of the TW NY Preferred Membership Units have the right to receive from the surviving
entity securities with terins at least as favorable as the TW NY Preferred Membership Units and (iii) if TW NY is
the surviving entity, the tax characterization of the TW NY Preferred Membership Units would not be affected by
the merger or consolidation. Any securities received from a surviving entity as a result of a merger or consolidation

" or the conversion into a corporation, partnership or other entity must rank senior to any other securities of the
surviving entity with respect to dividends and distributions or rights upon a liquidation.

Time Warner Approval Rights .

Under a shareholder agreement entered into between TWC and Time Wamner on April 20, 2005 (the
“Sharcholder Agreement”), TWC is required to obtain Time Warner’s approval prior to incurring additional
debt (except for ordinary course issuances of commercial paper or borrowings under the Cable Revolving Facility
up to the limit of that credit facility, to which Time Warner has consented) or rental expenses (other than with respect
to’certain approved leases) or issuing preferred equity, if its consolidated ratio of debt, including preferred equity,
plus six times its annual rental expense to EBITDAR (the “TW Leverage Ratio”) then exceeds, or would as a result
of the incurrence or issuance exceed, 3:1. Under certain circumstances, TWC is required to include the
indebtedness, annual rental expemse obligations and EBITDAR of certain unconsolidated entities that it
manages and/or in which it owns an equity interest, in the calculation of the TW Leverage Ratio. The
Shareholder Agreement defines EBITDAR, at any time of measurement, as operating income plus
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depreciation, amortization and rental expense (for any lease that is not accounted for as a capital lease) for the
twelve months ending on the last day of TWC’s most recent fiscal quarter, including certain adjustments to reflect
the impact of significant transactions as if they had occurred at the beginning of the period.

The following table sets forth the calculation of the TW Leverage Ratio for the year ended December 31, 2007
(in millions, except ratio):

BT ) $ 13,577
TW NY Preferred Membership Units. . .. .. ... it i i i s i e 300
Six times annual rental expense. . . . ... .. ... . . e R , 1,092

L) 7 P Ve $ 14,969
EBITDAR . tttiiitee et et aean PO $ 5924
TW Leverage Ratio . . ...t i i i i e et et i e it e s ‘ 2.53x

Debt Issuance Costs

For the year ended December 31, 2007, the Company capitalized debt issuance costs of $29 million in
connection with the 2007 Bond Offering. For the year ended December 31, 2006, the Company capitalized
$17 million of debt issuance. costs associated with entering into the Cable Facilities, the establishment of its
commercial paper program and the issuance by TW NY of the TW NY Preferred Membership Units. These
capitalized costs are amortized over the term of the related debt facility and preferred equity and are included as a
component of interest expense. ' :

Maturities

Annual maturities of long-term debt and preferred equity total $600 million in 2008, $0 i in 2009 and 2010,
$5.261 billion in 2011, $2.109 billion in 2012 and $5.801 billion thereafter.

Fair Value of Debt

Based on the level of interest rates prevailing at December 31, 2007 and 2006, the fair value of TWC’s fixed-
rate debt and TW NY Preferred Membership Units exceeded its carrying value by $423 million.and $363 million at
December 31, 2007 and 2006, respectively. Unrealized gains or losses on debt do not result in the realization or
expenditure of cash and are not recognized for financial reporting purposes unless the debt is retired prior to its
maturity. :

9. INCOME TAXES

TWC is not a separate taxable entity for U.S. federal and various state income tax purposes and its results are
included in the consolidated U.S. federal and certain state income tax returns of Time Warner. The following
income tax information has been prepared assuming TWC was a stand-alone taxpayer for all periods presented.

Current and deferred income taxes (tax benefits) provided on income from continuing operations are as follows
(in millions):

Years Ended December 31,
2007 2006 2005

Federal: . : . .

L0810 (- 11 ~.. $ 35 § 1324 § 471

‘ D 7 v (< 266 196 158

State: v . .

L0 (- 1 67 56 7

93 (= o =« A 51 44 (553)

T S P PR $ 740 $ 620 $ 153
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The differences between income taxes expected at the U.S. federal statutory income tax rate of 35% and
income taxes provided are as set forth below (in millions):

Years Ended December 31, '

. 2007 2006 2005
Taxes on income at U.S. federal statutory rate. . .. ... ..o ovnn it $ 652 $ 345 § 456
State and local taxes, net of federal tax benefits ............... ..o 77 69 73
State tax law change, deferred tax impact®™ . ... e —_ — (205)
State ownership restructuring and methodology changes, deferred tax impacﬁ"’ ........ _— —— (174)
T R A e 11 6 3
TOMAL « -+ e v vt e e e e P "$ 740 § 620 § 153

@ Amount represents changes to the method of taxation in Ohio. The income tax was being phased out and replaced with a gross receipts tax.
®  Amount represents the restructuring of the Company’s partnership interests in Texas and ceriain other state methodology changes.

Significant components of TWC’s deferred income tax liabilities, net, are as follows (in millions):

December 31,
2007 2006
Cable franchise costs and customer relationshiPs « . . ... ovvvvvvnereneenearsonsns $ (11,573) $ (10,806)
Fixed assets . . ... vv oo~ B LR R (2,185) (1,837)
INVESMENLS .« . v v v e o anovevnsn e et e et — (552)
(11T < R (13) (92)
Deferred income tax Habiliies . ... ..vv v oot e (13,771) (13,287)
Equity-based COMPEDSAON ©% .o v v veuvtvnr et 148 138
Other. .......c.cavuun A e 423 247
Deferred income tax assets . . ...... e 571 385
‘Deferred iricome tax liabilities, net™ . .. ... ... ou it $ (13200)° § (12,902

®  Deferred income tax liabilities, net, includes current deferred income tax assets of $91 million and $78 million as of December 31, 2007
and 2006, respectively. .

Accounting for Uncertainty in Income Taxes

On January 1, 2007, the Company adopted the provisions of FIN 48, which clarifies the accounting for
uncertainty in income tax positions. This interpretation requires the Company to recognize in the consolidated
financial statements those tax positions determined more likely than not to be sustained upon examination, based on
their technical merits. Upon adoption, the Company recognized a $3 million reduction of previously recorded tax
reserves, which was accounted for as an increase to the retained earnings balance as of January 1, 2007. After
considering the impact of adopting FIN 48, the Company had a $17 million reserve for uncertain income tax
positions, which includes an accrual for interest and penalties of $1 million, as of January 1, 2007.

The Company has a $20 million reserve for uncertain income tax positions as of December 31, 2007, which
includes an accrual for interest and penalties of $2 million. The Company’s policy is to recognize interest and
penalties accrued on uncertain tax positions as part of the income tax provision. The income tax provision for the
year ended December 31, 2007 includes interest and penalties of $1 million,
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A rollforward of the Company’s uncertain income tax positions, excluding the related accrual for interest and
penalties, for the year ended December 31, 2007 is presented below (in millions): ' :

Balance as of January 1, 2007 . . ... ... e e $ 16
Reductions based on tax positions related t0 Prior YEAIs ... ...ttt e (1)
Additions based on tax positions related to the current year. . . ...... ... 3
Balance as of December 31, 2007, . .. ... .. ... e $ 18

The Company does not currently anticipate that its existing reserves related to uncertain income tax positions
as of December 31, 2007 will significantly increase or decrease during the twelve-month period ending
December 31, 2008; however, various events could cause the Company’s current expectations to change in the
foture. These uncertain tax positions, if ever recognized in the financial statements, would be recorded in the
statement of operations as part of the income tax provision.

. With few exceptions, periods endin_g after March 31, 2003 are subject to U.S., state and local income tax
examinations by tax authorities.

10. EQUITY—BASED'COMPENSATION
Time Warner Equity Plans

Prior to 2007, Time Warper granted options to purchase Time Warner common stock and shares of Time
‘Warner common stock (“restricted stock”) or restricted stock units (“RSUs™) under its equity plans (collectively, the
“Time Wamner Equity Awards”) to employees of TWC. Time Warner has not made any equity awards under its
equity plans to employees of TWC since TWC Class A common stock began to trade publicly in March 2007. In
addition, employees of Time Warner who become employed by TWC retain their Time Warner Equity Awards
pursuant to their terms and TWC records equity-based compensation expense from the date of transfer through the
end of the apphcable vesting period. The stock options granted by Time Warner to employees of TWC were granted
with exercise prices equal to, or in excess of, the fair market value of a share of Time Warner common stock at the
date of grant. Generally, the stock options vest ratably over a four-year vesting period and expire ten years from the
date of grant. The awards of restricted stock or RSUs generally vest between three to five years from the date of
grant. Holders of Time Warner restricted stock and RSU awards are generally entitled to receive cash dividends or
dividend equivalents, respectively, paid by Time Warner during the period of time that the restricted stock or RSU
awards are unvested. Certain Time Warner stock options and RSU awards provide for accelerated vesting upon an
election to retire pursuant to TWC’s defined benefit retirement plans or after reaching a specified age and years of
service.

Upon the exercise of a stock option, the vesting of a RSU award or the grant of restricted stock, shares of Time
Warner common stock are issued from authorized but unissued shares or from treasury stock

Other information pertaining to each category of Time Warner equity-based compensauon appears below.
Time Warner Stock Optwns ' '

The assumptions presented in the table below represcnt the’ welghted-average value of the applicable
assumption used to value Time Warner stock options at their grant date for the years ended December 31,
2006 and 2005.

Years Ended December 31,
2006 2005
Expected volatility . ... .. .o e 22.3% 24.5%
Expected term to exercise from grant date. ... ... ... ... e 5.07 years 4.79 years
RISK-fTee Tate . . . .o e e e 4,6% 3.9%
Expected dividend yield . .. .. ... . 1.1% 0.1%
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The following table summarizes information about Time Warner stock options held by TWC employees that
were outstanding as of December 31, 2007: : - o

Weighted-
Weighted- Average
Average Remaining Aggregate
Number Exercise Contractual Intrinsic
of Options Price Life Value
(in thousands) (in years) (in thousands)
Outstanding as of December 31,2006 ................ 58,082 $ 2638
Transferred® . . ot o 713 28.04
Exercised . ...vuvivevnnernranasnescrtonn e (3,560) 14.04
Forfeited or expired . .. .......... e e (2,202) 27.60 _
Outstanding as of December 31,2007 ............ ... 53,033 27.19 500 $ 37,181
Exercisable as of December 31,2007............ . 42,047 29.71 434 3 37,154

@ Transferred amounts represent outstanding Time Waner stock options held by employees of Time Wamer who transferred to TWC
during the year, net of Timc_ ‘Warner stock options held by employees of TWC who transferred to Time Wamner during the year.

As of December 31, 2007, the number, weighted-average exercise price, aggregate intrinsic value and
weighted-average remaining contractual term of Time Warner stock options vested and expected to vest
approximate amounts for options outstanding. Total unrecognized compensation cost related to unvested Time
‘Warner stock options as of December 31, 2007, without taking into account expected forfeitures, is $21 million and
is expected to be recognized over a weighted-average period of one year.

The weighted-average fair value of a Time Warner stock option granted to TWC employees during the year
was $4.47 ($2.68, net of tax) in 2006 and $5.11 ($3.07, net of tax) in 2005. The total intrinsic value of Time Warner
stock options exercised during the year was $24 million in 2007, $16 million in 2006 and $7 million in 2005. The tax
benefits realized from Time Warner stock options exercised during the year were $10 million in 2007, $6 million in
2006 and $3 million in 2005.

Upon exercise of Time Warner stock options, TWC is obligated to reimburse Time Warner for the excess of the
market price of the stock on the day of exercise over the option price. TWC records a stock option distribution
liability and a corresponding adjustment to shareholders’ equity with respect to unexercised Time Warner stock
options, This liability will increase or decrease depending on the market price of Time Wamer common stock and
the number of Time Warner stock options held by TWC employees. This liability was $36 million and $137 million
as of December 31, 2007 and 2006, respectively, and is included in long-term. payables to affiliated parties in the
consolidated balance sheet. TWC reimbursed Time Warner $24 million in 2007, $16 million in 2006 and $7 million
in 2005 in connection with the exercise of Time Warner stock options.

Time Warner Restricted Stock and Restricted Stock Units

The following table summarizes information about unvested Time Warner restricted stock and RSU awards

held by TWC employees as of December 31, 2007:
- Weighted-
Average
Number of Grant Date
Shares/Units Fair Value

. : (in thousands)
Unvested as of December 31, 2006, « o vt v v e vt ie et e 657 % 16.42

Transferred™ . ..t ot e e e e e 2 18.67
Y/« [ (134) 12.29
FOMOIO - - - - -+« + e e e e e e e e e e e e et e e e NG 17.40

Unvested as of December 31,2007, .. ...... N 518 17.49

®  Transferred amounts represent unvested Time Warner restricted stock and RSU awards heid by employees of Time Warner who
transferred to TWC during the year, net of Time Warner restricted stock and RSU awards held by TWC employees who transferred to
Time Warner during the year. ’
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As of December 31, 2007, the intrinsic value of unvested Time Warner restricted stock and RSU awards held
by TWC employees was $9 million. Total unrecognized compensation cost related to unvested Time Warner
restricted stock and RSU awards held by TWC employees as of December 31, 2007, without taking into account
expected forfeitures, is $3 million and is expected to be recognized over a weighted-average period of one year. The
fair value of Time Wamer restricted stock and RSU awards held by TWC employees that vested during the year was
$3 million in 2007 and $1 million in 2006 (none in 2005).

For the year ended December 31, 2006, Time Warner granted 431,000 RSUs to TWC employees at a weighted-
average grant date fair value of $17.40 per RSU. For the year ended December 31, 2005, Time Warner granted
58,000 RSUs to TWC employees at a weighted-average grant date fair value of $18.25 per RSU.

TWC Equity Plan

On June 8, 2006, the Company’s Board of Directors approved the Time Warner Cable Inc. 2006 Stock
Incentive Plan (the “2006 Plan”) under which awards covering the issuance of up to 100,000,000 shares of TWC
Class A common stock may be granted to directors, employees and certain non-employee advisors of TWC. TWC
made its first grant of equity awards based on TWC Class A common stock in April 2007. Stock options have been
granted under the 2006 Plan with exercise prices equal to, or in excess of, the fair market value at the date of grant.
Generally, the stock options vest ratably over a four-year vesting period and expire ten years from the date of grant.
Certain stock options provide for accelerated vesting upon an election to retire pursuant to TWC’s defined benefit
retirement plans or after reaching a specified age and years of service.

Pursuant to the 2006 Plan, the Company also granted RSU awards, which generally vest over a four-year
period from the date of grant. Certain RSU awards provide for accelerated vesting upon an election to retire
pursuant to TWC’s defined benefit retirement plans or after reaching a specified age and years of service. Shares of
TWC Class A common stock will generally be issued in connection with the vesting of an RSU. RSUs awarded to
non-employee directors of TWC are not subject to vesting restrictions and the shares underlying the RSUs will be
issued in connection with the director’s termination of service as a director of TWC.

Upon the exercise of a stock option or the vesting of a RSU award, shares of TWC Class A common stock are
issued from authorized but unissued shares.

Other information pertaining to each category of TWC equity-based compensation appears below.
TWC Stock Options

The assumptions presented in the table below represent the weighted-average value of the abplicable
assumption used to value TWC stock options at their grant date for the year ended December 31, 2007.

Expected volatility . . ............ ..., e e 24.1%
Expected term to exercise from grantdate ................. e e e e . 6.58 years

8L o i T -1 4.7%
Expected dividend yield . . .. ... ittt i e e ettt et s 0.0%

The following table summarizes information about TWC stock options that were outstanding as of
December 31, 2007:
‘Weighted-
Weighted- Average
Average Remaining Aggregate

Number _  Exercise Contractual Intrinsic
of Options Price Life Value
(in thousands) (in years) (in thousands)
Granted . ... i i e e 2,880 § 3699
Forfeited orexpired. ... ... e (L)) 37.02
Outstanding as of December 31,2007 ... .............. 2,810 36.98 926 $ 4
Exercisable as of December 31,2007 ................. 5 37.05 454 % —
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As of December 31, 2007, the number, weighted-average exercise price, aggregate intrinsic’ value -and
weighted-average remaining contractual term of TWC stock options vested and expected to vest approximate
amounts for options outstanding. As of December 31, 2007, 91 million shares were available for future grants of
TWC stock options. Total unrecognized compensation cost related to unvested TWC stock options as of
December 31, 2007, without taking into account expected forfeitures, is $24 million and is expected to be
recognized over a weighted-average period of three years. ' : -

The weighted-average fair value of a TWC stock option granted during the year ended December 31, 2007 was
$13.30 ($7.98, net of tax). No TWC stock options were exercised during the year ended December 31, 2007.

TWC Reéstricted Stock Units

The following table summarizes information about unvested TWC RSU awards as of December 31, 2007:

Weighted-
Average
Number of Grant Date
Units " Fair Value
(in thousands)

B 31 (= R 2,166 % 36.98
Vested, .. v e e . &) 37.05
Forfeited . . . . . R I (58) 37.01
Unvested as of December 31, 2007. . ...... Y 2,103 36.98

As of December 31, 2007, the intrinsic value of unvested TWC RSU awards was $58 million. Total
unrecognized compensation cost related to unvested TWC RSU awards as of December 31, 2007, without
taking into account expected forfeitures, is $50 million and is expected to be recognized over a weighted-
average period of three years. The fair value of TWC RSU awards that vested during the year ended December 31,
2007 was not material. : ‘

Equity-based Compensation Expense

Compensation expense recognized for Time Warner and TWC equity-based compensation plans for the years
ended December 31, 2007, 2006 and 2005 is as follows (in millions): :

Years Ended December 31,
2007 : 2006 2005

Time Warner Equity Plans:
Compensation cost recognized:

SLOCK OPHOMS S % vt vttt ire e mie i iiaae i $ 15 8 29 % 53

Restricted stock and restricted stock units. . . ... ... 00 o 2 4 —

Total impact on Operating Income. . . ... oo eveniia i, $ 17§ 33 0§ 53
Tax benefit recognized. . .. ... ...t i i e e $ 7 8 13 % 20
TWC Equity Plans:
Compensation cost recognized: ) .

StOCK OPHONS &+« v e v v v vcen e bnas s maeaiiaans $ 14 % - $ . -

Restricted stock umits ., .. ..o oo vt r i e e 28 — —_—

Total impact on Operating Income . . .. .. ....... ... iiiuinuann, $ 42 % — $ —
Tax benefit recognized. .. .. oo oo vr i e 3 L1708 — 3 —
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11. EMPLOYEE BENEFIT PLANS
Defined Benefit Plans

The Company participates in various funded and unfunded noncontributory defined benefit pension plans.
adroinistered by Time Warner. Pension benefits are determined based on formulas that reflect the employees’ years
of service and compensation during their employment period and participation in the plans. TWC uses a
December 31 measurement date for its plans. A summary of activity for the defined benefit pension plans is as
follows (in millions):

December 31,

2007 2006

Change in Benefit Obligation: ’

Projected benefit obligation, beginning of year. ........ ... .. .. ool $ 1,042 § 937
oL 7 oI o L1 e 75 63
TOEEIESE COBE o v v o v v v vt b e e et e e e e et te s e m et 68 58
Actuarial (2ain) 035 .+ . - vt i e e I 38 )
Benefits pald . ... v vi oot i e e (21 (16)
Remeasurement impact of the Transactions™ . .. . ... ..o erirriieranerannn 18 —
Net periodic benefit costs from discontinued operations. . . .................. . — 4

Projected benefit obligation, endof year . .. .. .. ... ... ... i $ 1,220 § 1,042

Accumulated benefit obligation, end of year .. ... .... ... ... .c.iiiurariaaaans $ 1,001 § 867

Change in Plan Assets:

Fair value of plan assets, beginming of year . . . ... ..., iiniansnns .. § 1,142 % 927
Actual return on plan assets . . ........ e e e 65 130
Employer contributions . . . ... ... i i i e e 1 101
Benefitspaid“. ... ............ R e (21) (16)

Fair value of plan assets, €0d O YEAT . .. ..o\ttt inrtt e intneranceaaeeannens $ 1,187 $ 1,142

Funded Status:

Fair value of PIan 85S8S . . . . . .. .. .. i $ 1,187 % 1,142

Projected benefit obligation . . . .. ... .. ... .. . e e 1,220 1,042

Funded status, amount recognized ........... PP $ (33 $ 100

@ On August 1,2007, the former employees of Adelphia and Comcast who became employees of TWC became eligible to participate in the
pension plans, which resulted in a remeasurement of those plans as of that date.

Amounts recognized in the consolidated balance sheet consisted of (in millions):
December 31,

2007 2006
INODICUITEIE ASSEE + + + v+ v v v v e v vt s e s e s et snssns s e sssnsnnnnenn e .. 8 4 $ 132
Current lability . . . ...... ... et et e et 2) )]
Noncurrent Hability .. ... ..o i i e i i st s (35) (31)

$ (33 § 100

Accumulated other comprehensive loss:
Net actuarial 088, . . . oo vttt it i ettt e it et e $ 287 % 217
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_ Included in the change in benefit obligation table above are the following projected benefit obligations,
accumulated benefit obligations and fair value of plan assets at the end of the year for the unfunded defined benefit
pension plan (in millions):

December 31,
2007 2006

Projected benefit ObHGAON . . ... v \tne e e 3 37§ 33
Accumulated benefit ObHBAtOR. v\« u e 40 35
Fair value of plan assets, end ofyear......... [P et — —_

For the funded defined benefit pension plans, plan assets exceeded the accumulated benefit obligations and
projected benefit obligations as of December 31, 2007 and 2006.

The components of net periodic benefit costs from continuing operations are as follows (in millions):

Years Ended December 31,

2007 2006 2005
T T o S 3 (R 63 § 49
CTNLETESE COSE . v v v v v v v vt 68 58 51
Expected return on plan assets . . ..o ovvt st e ) 90) (73) (64)
AMDOUNLS AMOTHZEA . . . 4 v vt v e e v v er et s v e 11 29 21
Net periodic benefit COSIS . ..o oo vivvvvn it e $ 64 § 77 % 57

The estimated amounts that will be amortized from accumulated other comprehensive loss into net petiodic
. benefit cost in 2008 include an actuarial loss of $17 million.

" In additjon, certain employees of TWC participate in multi-employer pensibn plans, not included in the net
periodic costs above, for which the expense was $28 million in 2007, $24 million in 2006 and $21 million in 2005. -

Weighted-average assumptions used to determine benefit obligations at December 31, 2007, 2006 and 2005
are as follows: ' -

" December 31,
: ' . 2007 . 2006 2005
DSCOUIE TALE « + .+« 2 s« st e e e e eae e ene e caannnans e 6.00%  6.00% 5.75%
Rate of COMPENSAtion iNCTEASE . . v v v v v v te e vt eer e vnn s rasansuesns _ 4.50% 4.50% . 4.50%

. Weighted-average assumptions used to determine net periodic benefit cost for the years ended December 31
2007, 2006 and 2005 are as follows: '

Years Ended December 31,

. _ . 2007 2006 2005
DISCOURE TALE .+ . o v oveeveeeeens e 6.00%®  575%  6.00%
Expected long-term return on plan assets. ., .. ...... e 8.00% 8.00% 8.00%
Rate Of COMPENSALON MCTEASE + + .+ + « « « « < v e e v vassnrnacnanronnsonenns 4.50% 4.50% 4.50%

@ Dye to the Transactions, the pension plans were remeasured on August 1, 2007 using a discount rate of 6.25%.
. el L

The discount rate was determined by comparison against the Moédy’s Aa Corporate Index rate, adjusted for
coupon frequency and duration of the obligation. The resulting discount rate is supported by periodic matching of
plan liability cash flows to a pension yield curve constructed of a large population of high-quality corporate bonds.
A decrease in the discount raté of 25 basis points, from 6.00% to 5.75%, while holding all other assumptions
constant, would have resulted in an increase in the TWC’s pension expense of approximately $13 million in 2007.
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In developing the expected long-term rate of return on assets, the Company considered the pension portfolio’s
composition, past average tate of earnings and discussions with portfolio managers. The expected long-term rate of
return is based on an asset allocation assumption of 75% equity securities and 25% fixed-income securities, which
approximated the actual allocation as of December 31, 2007. A decrease in the expected long-term rate of return of . .
25 basis points, from 8.00% to 7.75%, while holding all other assumptions constant, would have resulted in an
increase in the Company’s pension expense of approximately $3 million in 2007.

As of December 31, 2006, the Company converted to the RP-2000 Mortality Table for calculating the year-end
2007 and year-end 2006 pension obligations and 2007 expense. The impact of this change increased consolidated
pension expense for 2007 by $9 million. Additional demographic assumptions such as retirement and turnover rates
were also updated to reflect recent plan experience, which increased consolidated pension expense for 2007 by
$8 million.

The pension assets are held in a master trust with plan assets of another Time Warner defmed benefit pension
plan (the “Master Trust”). The Master Trust’s assets include 4.4 million shares of Time Warner common stock in the
amount of $73 million (2% of total plan assets held in the Master Trust) as of December 31, 2007 and 4.4 million
shares in the amount of $97 million (3% of total plan assets held in the Master Trust) as of December 31, 2006. The
Master Trust’s weighted-average asset allocations by asset category are as follows: 79% equity securities and 21%
fixed-income securities as of December 31, 2007 and 77% equity securities and 23% fixed-income securities ds of
‘December 31, 2006. '

The Company’s investment policy for its pension plans is to maximize the long-term rate of return on plan
assets within an acceptable level of risk while maintaining adequate funding levels. The Company’s current broad
strategic targets are to have a pension assets portfolio comprising 75% equity securities and 25% fixed-income
securities, both within a target range of +/- five percentage points. Within equity securities, the Company’s objective
is to achieve asset diversity in order to increase return and reduce volatility. The Company has asset allocation
policy target ranges for growth and value U.S. equity securities; large, mid, and simall capitalization U.S. equity
securities; international equity securities; and alternative investments. The Company’s fixed-income securities are
investment grade in aggregate. A portion of the fixed-income allocation is reserved in short-term cash investments
to provide for expected pension benefits to be paid in the short term.

* The Company continuously monitors the performance of the overall pension assets portfolio, asset allocation
policies, and the performance of individual pension assets managers and makes adjustments and changes, as
required. Every five years, or more frequently if appropriate, the Company conducts a broad strategic review of its
portfolio construction and asset-allocation policies. The Company does not manage any assets internally, does not
have any passive investments in index funds, and does not utilize futures, options, or other derivative instruments or
hedging with regards to the pension plan (although the investment mandate of some pehsion asset managers allows
limited use of derivatives as components of their standard portfolio management strategies).

After considering the funded status of the Company’s defined benefit pension plans, movements in the
discount rate, investment performance and related tax consequences, the Company may choose to make
contributions to its pension plans in any given year. As of December 31, 2007, there were no minimum
required contributions for TWC’s funded plans. The Company expects to make discretionary cash
contributions of approximately $150 million to its funded plans during 2008, subject to market conditions and
other considerations. For the Company’s unfunded plan, contributions will continue to be made to the extent
benefits are paid. Benefit payments for the unfunded plan are expected to be $2 million in.2008.

Benefit payments for the Company’s defined benefit pension plans related to continuing operations, including
the unfunded plan previously discussed, are expected to be $19 million in 2008, $22 million in 2009 $25 million in
2010, $29 million in 2011, $34 million in 2012 and $267 million in 2013 to 2017,

114




TIME WARNER CABLE INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Defined Contribution Plans

~ TWC employees also participate in a defined contribution plan, the TWC Savings Plan, for which the expense
for employer matching contributions totaled $59 million in 2007, $47 million in 2006 and $39 million in 2005, The
Company’s contributions to the TWC Savings Plan are primarily based on a percentage of the employees’ elected
contributions and are subject to plan provisions.

12. RELATED PARTIES

In the normal course of conducting its business, the Company has various transactions with Time Warner,
affiliates and subsidiaries of Time Warner, Comcast and the equity-method investees of TWC. Effective August 1,
2006, as a result of the completion of the Redemptions, Comcast is no longer a related party. A summary of these
transactions is as follows for the years ended December 31, 2007, 2006 and 2005 (in millions):

Years Ended December 31,
_ 2007 2006 2005

Revenues:
AQVETHSINE © « v oo e o ee e e $ 1 3 9 $ 10
AOL broadband subSCHPHONS. . & v v v v v v v e vt iint et ananaeeras 8 19 26
Road Runner revenues from TWC’s unconsolidated cable television systems joint

VEIIEES®  + \ o o e et e — 65 68
L0 1 o 1 _ 1 2
e 7Y O 3 20 % 94 3 106
Costs of revenues:
Programming services provided by subsidiaries of Time Warner and affiliates . . . . . $ (1,000 $ (718) $  (553)
Programming services provided by affiliates of Comeast . . . ............coav — (29) (43)
Connectivity services provided by subsidiaries of Time Warner and affiliates. . - . . . “ 39 (18)
Other costs charged by subsidiaries of Time Warner and affiliates ............. (4) (33) (12)
Other costs charged by equity InVestees. . .. .. ..o vnvre it (12) (11) (11)
T Y I U O O S $ (024 $  (830) $  (63D)
Selling, general and administrative expenses:
Management fee income from unconsolidated cable television system joint .

L O PP $ — % 28 % - 42
Fees paid to Time Warner for reimbursement of certain administrative support

functions and related overhead COStS . . ... i i i i e (14) 13) (8)

. Transactions with subsidiaries of Time Warner and affiliates . . ............... (2) (6) )

TTOEL  + v v e et e e e e e e e e e e e e e e e -$ (16 $ 9 § 24
Interest expense, net: :
Interest income on amounts receivable from unconsolidated cable television system

Joint VeRMures® . . . ... s $ — 3 39 $ 35
Interest expense paid to Time Wamer™. ... ... .oovi v — (112) (193)
e 1 R 3 — 3 (73) $  (158)

®  Amounts represent transactions with TKCCP, an equity-method investee, prior to the distribution of its assets on January 1,2007, Refer to
Note 4 for further details regarding the dissolution of TKCCP. ’

®  Amounts represent interest paid to ATC, a subsidiary of Time Warner, in connection with its $2.4 billion mandatorily redeemable
preferred equity interest in TWE, which ATC contributed to TW NY Holding, a subsidiary of TWC, in connection with the Transactions
on July 28, 2006. Refer to Note 4 for further details.

Reimbursements of Programming Expense

A subsidiary of Time Warner previously agreed to assume a portion of the cost of TWC's contractual carriage
arrangements with a programmer in order to secure other forms of content from the same programmer over time
periods consistent with the terms of the respective TWC carriage contract. The amount assumed represented Time
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Warner’s best estimate of the fair value of the other content acquired by the Time Warner subsidiary-at the time the
agreements were executed. Under this arrangement, the Time Warner subsidiary makes periodic payments to TWC
that are classified as a reduction of programming costs in the consolidated statement of operations. Payments
teceived or receivable under this agreement totaled $35 million in 2007, $36 nulhon in 2006 and $30 million in 2003.

13. SHAREHOLDERS’ EQUITY

TWC is authorized to issue up to 20 billion shares of Class A common stock, par value $0.01 per share, and
5 billion shares of Class B common stock, par value $0.01 per share. As of December 31, 2007, 902 million shares of
Class A common stock and 75 million shares of Class B comimon stock were issued and outstanding. TWC is also
authorized to issue up to 1 billion shares of preferred stock, par value $0.01 per shate; however, no preferred’ shares
have been issued, nor does thie Company have any current plans to issué any preferred shares

Prior to the closing of the Transactions, Comcast held 179 million shares of TWC s Class A common stock of
which 43 million shares were classified as mandatorily redeemable as a result of an agreement with Comcast
entered into in 2004 that under certain circumstances would have required TWC to redeem such shares. As a result
of the closing of the Redemptions, the requirement terminated and such shares were reclassified to shareholders’
equity before ultimately being redeemed on July 31, 2006, in connection with the TWC Redemptlon dlscussed
below.

On July 31, 2006, in connection with the TWC Redemption, Comcast’s 17.9% interest in TWC’s outstanding
Class A common stock was redeemed, and in connection with the Adelphia Acquisition, shares representing 17.3%
of TWC’s outstanding Class A common stock were issued to Adelphia for the assets TWC acquired, both of which -
are discussed more fully in Note 4.

Each share of Class A common stock votes as a single class with respect to the election of Class A directors,
which are required to represent not less than one-sixth of the Company’s directors and not more than one-fifth of the
Company’s directors. Each share of the Company’s Class B common stock votes as a single class with respect to the
election of Class B directors, which are required to represent not less than four-fifths of the Company’s directqrs.
Each share of Class B common stock issued and outstanding generally has ten votes on any matter submitted to a
vote of the stockholders, and each share of Class A common stock issued and outstanding has one vote on any matter
submitted to a vote of stockholders. Except for the voting rights characteristics described above, there are no
differences between the Class A and Class B common stock. The Class A common stock and the Class B commion
stock will generally vote together as a single class on all matters submitted to a vote of the stockholders, except with
respect to the election of directors. The Class B common stock is not convertible into the Company’s Class A
common stock. As a result of its shareholdings, Time Warner has the ablhty to cause the election of all Class A and _
Class B directors.

Asof Décember 31, 2007, Time Warner holds an 84.0% economic interest TWC (representing a 90.6% voting
interest), through ownership of 82.7% of TW(C’s Class A common stock and all of the outstanding shares of TWC’s
Class B' common stock.

14. COMMITMENTS AND CONTINGENCIES

Prior to the TWE Restructuring, TWE had various contingent commitments, mcludmg guarantees, related to
the TWE non-cable businesses. In connection with the TWE Restructuring, some.of these commitments were not
transferred with their applicable non-cable business and they remain contingent commitments of TWE. Time
Warner and its subsidiary, WCI, have agreed, on a joint and several basis, to indemnify TWE from and against any
and all of these contingent liabilities, but TWE remains a party to these commitments.

TWC has cable franchise agreements containing provisions requiring the construttion of cable plant and the
provision of services to customers within the franchise areas. In connection with these obligations under existing
franchise agreements, TWC obtains surety bonds or letters of credit guaranteeing performance to municipalities and
public utilities and payment of insurance premiums. Such surety bonds and letters of credit as of December 31, 2007
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and 2006 totaled $299 million and $328 million, respectively. Payments under these arrangements are required only
in the event of nonperformance. TWC does not expect that these contingent commitments will result in any amounts
being paid in the foreseeable future.

Contractual Obligations

The Company has obligations under certain contractual arrangements to make future payments for goods and
services. These contractual obligations secure the future rights to various assets and services to be used in the
normal course of operations. For example, the Company is contractually committed to make certain minimum lease
payments for the use of property under operating lease agreements. In accordance with applicable accounting ruies,

‘the future rights and obligations pertaining to firm commitments, such as operating lease obligations and certain
purchase obligations under contracts, are not reflected as assets or liabilities in the consolidated balance sheet.

The following table summarizes the Company’s aggregate contractual obligations at December 31, 2007,
excluding obligations related to long-term debt and preferred equity that are discussed in Note 8, and the estiinated
timing and effect that such obligations are expected to have on the Company’s liquidity and cash flows in.future
periods. TWC expects to fund these obligations with cash provided by operating activities generated in the ordinary
course of busipess. :

2009- 2011- 2013 and
2008 2010 2012 thereafter Total
. (in millions)
Programming purchases® ........... ... ... ... $ 2955 $ 4574 $ 2964 $ 812 § 11,305
Facility leases™ . ... ... oiiiiiiii 101 174 143 324 742
Data processing services . ...........ovana. ., 47 93 83 6 229
High-speed data connectivity™ . ... ............... 49 39 4 20 112
Digital Phone connectivity® .................... 314 616 232 — 1,162
Set-top box and modem purchases ................ 7 — — — !
0 11,3 S 74 60 4 8 146
17 Y $ 3611 $ 5556 $ 3430 $ 1170 $ 13,767

@ Programming purchases represent contracts that the Company has with cable television networks to provide programming services 10 its
subscribers. Typically, these arrangements provide that the Company purchase cable television programming for a certain pumber of
subscribers as long as the Company is providing cable services to such number of subscribers. There is generally no obligation to purchase
these services if the Company is not providing cable services. Programming fees represent a significant portion of its costs of revenues.
Future fees under such contracts are based on numeroys variables, including number and type of customers. The amounts included above
represent estimates of future programming costs based on subscriber numbers at December 31, 2007 applied to the per-subscriber
contractual rates contained in the contracts that were in effect as of December 31, 2007, for which the Company does not have the right to
cancel the contract or for contracts with a guaranteed minimum commitment, '

®  The Company has facility lease obligations under various operating leases including minimur lease obligations for real estate and
operating equipment, ) .

© - High-speed data connectivity obligations are based on the contractual terms for bandwidth circuits that were in use at December 31, 2007.

@ Digital Phone connectivity obligations relate to transport, switching and interconnection services that allow for the origination and
termination of local and long-distance telephony traffic. These expenses also include related technical support services. There is generally
no obligation to purchase these services if the Company is not providing Digital Phone service. The amounts included above are based on
the number of Digital Phone subscribers at December 31, 2007 and the per-subscriber contractual rates contained in the contracts that
were in effect as of December 31, 2007, ce .

 The Company’s total rent expense, which primarily includes facility rental expense and pole attachment rental
fees, amounted to $182 million in 2007, $149 million in 2006 and $98 million in 2005. '

Legai Proceedings

On September 20, 2007, Brantley, et al. v. NBC Universal, Inc., et al. was filed in the U.S. District Court for the
Central District of California against the Company and Time Warner. The complaint, which also names as
defendants several other programming content providers (collectively, the “programmer defendants”) as well as
other cable and satellite providers (collectively, the “distributor defendants”), alleges violations of Sections 1 and 2
of the Sherman Antitrust' Act. Among other things, the complaint alleges coordination between and among the
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programmer defendants to sell and/or license programming on a *“bundled” basis to the distributor defendants, who
in turn purportedly offer that programming to subscribers in packaged tier, rather than on a per channel (or “4 la
carte”) basis. Plaintiffs, who seek to represent a purported nationwide class of cable and satellite subscribers,
demand, among other things, unspecified treble monetary damages and an injunction to compel the offering of
channels to subscribes on an *“a la carte” basis. On December 21, 2007, the programmer defendants, including Time ~
Warner, and the distributor-defendants, including TWC, filed motions to dismiss the amended complaint. The
Company intends to defend against this lawsuit vigorously.

On June 22, 2005, Mecklenburg County filed suit against TWE-A/N in the General Court of Justice District
Court Division, Mecklenburg County, North Carolina. Mecklenburg County, the franchisor in TWE-A/N’s
Mecklenburg County cable system, alleges that TWE-A/N’s predecessor failed to construct an institutional
network in 1981 and that TWE-A/N assumed that obligation upon the transfer of the franchise in 1995.
Mecklenburg County is seeking compensatory damages and TWE-A/N’s release of certain video channels it is
currently using on the cable system. On April 14, 2006, TWE-A/N filed a motion for summary judgment, which is
pending. TWE-A/N intends to defend against this lawsuit vigorously.

On June 16, 1998, plaintiffs in Andrew Parker and Eric DeBrauwere, et al. v. Time Warner Entertainment
Company, L.P. and Time Warner Cable filed a purported nationwide class action in U.S. District Court for the
Eastern District of New York claiming that TWE sold its subscribers’ personally identifiable information and failed
to inform subseribers of their privacy rights in violation of the Cable Communications Policy Act of 1984 and
common law. The plaintiffs seck damages and declaratory and injunctive relief. On August 6, 1998, TWE filed a
motion to dismiss, which was denied on September 7, 1999. On December 8, 1999, TWE filed a motion to deny
class certification, which was granted on January 9, 2001 with respect to monetary damages, but denied with respect
to injunctive relief. On June 2, 2003, the U.S. Court of Appeals for the Second Circuit vacated the District Court’s
decision denying class certification as a matter of law and remanded the case for further proceedings on class
certification and other matters, On May 4, 2004, plaintiffs filed a motion for class certification, which the Company
opposed. On October 25, 2005, the court granted preliminary approval of a class settlement arrangement on terms
that were not material to the Company. A final settlement approval hearing was held on May 19, 2006. On
January 26, 2007, the court denied approval of the settlement, and so the matter remains pending. The Company
intends to defend against this lawsuit vigorously. -

Certain Patent Litigation

On September 1, 2006, Ronald A. Katz Technology Licensing, L.P. (“Katz”) filed a complaint in the
U.S. District Court for the District of Delaware alleging that TWC and several other cable operators, among
other defendants, infringe a number of patents purportedly relating to the Company’s customer ¢all center
operations, voicemail and/or VOD services. The plaintiff is seeking unspecified monetary damages as well as
injunctive relief. On March 20, 2007, this case, together with other lawsuits filed by Katz, was made subject to a
Multidistrict Litigation (“MDL”) Order transferring the case for pretrial proceedings to the U.S. District Court for
the Central District of California. The Company intends to defend against this lawsuit vigorously.

On July 14, 2006, Hybrid Patents Inc. filed a complaint in the U.S. District Court for the Eastern District of
Texas alleging that the Company and a number of other cable operators infringed a patent purportedly relating to
high-speed data and IP-based telephony services. The plaintiff is seeking unspecified monetary damages as well as
injunctive relief. The Company intends to defend against the claim vigorously.

On June 1, 2006, Rembrandt Technologies, LP (“Rembrandt”) filed a complaint in the U.S. District Court for
the Eastern District of Texas alleging that the Company and a number of other cable operators infringed several
patents purportedly related to a variety of technologies, including high-speed data and IP-based telephony services.
In addition, on September 13, 2006, Rembrandt filed a complaint in the U.S. District Court for the Eastern District
of Texas alleging that the Company infringes several patents purportedly related to “high-speed cable modem
internet products and services.” In each of these cases, the plaintiff is seeking unspecified monetary damages as well
as injunctive relief. On June 18, 2007, these cases, along with other lawsuits filed by Rembrandt, were made subject
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to an MDL Order transferring the case for pretrial proceedings to the U.S. District Court for the District of
Delaware. The Company intends to defend against these lawsuits vigorously.

On April 26, 2005, Acacia Media Technologies (“AMT”) filed suit against TWC in the U.S. District Court for
the Southern District of New York alleging that TWC infringes several patents held by AMT. AMT has publicly
taken the position that delivery of broadcast video (except live programming such as sporting events), pay-per-view,
VOD and ad insertion services over cable systems infringe its patents. AMT has brought similar actions regarding
the same patents against numerous other entities, and all of the previously pending litigations have been made the
subject of an MDL Order consolidating the actions for pretrial activity in the U.S. District Court for the Northern

. District of California. On October 25, 2005, the TWC action was consolidated into the MDL proceedings. The
plaintiff is seeking unspecified monetary damages as well as injunctive relief. The Company intends. to defend
against this lawsuit vigorously. '

From time to time, the Company receives notices from third parties claiming that it infringes their intellectual
property rights. Claims of intellectual property infringement could require TWC to enter into royalty or licensing
agreements on unfavorable terms, incur substantial monetary liability or be enjoined preliminarily or permanently
from further use of the intellectual property in question. In addition, certain agreements entered may require the
Company to indemnify the other party for certain third-party intellectual property infringement claims, which could
increase the Company’s damages and its costs of defending against such claims. Even if the claims are without
merit, defending against the claims can be time consuming and costly.

As part of the TWE Restructuring, Time Warner agreed to indemnify the cable businesses of TWE from and
against any and all liabilities relating to, arising out of or resulting from specified litigation matters brought against
the TWE non-cable businesses. Although Time Warmer has agreed to indemnify the cable businesses of TWE
against such liabilities, TWE remains a named party in certain litigation matters.

The costs and other effects of pending or future litigation, governmental investigations, legal and
administrative cases and proceedings (whether civil or criminal), settlements, judgments and investigations,
claims and changes in those matters (including those matters described above), and developments or assertions
by or against the Company relating to intellectual property rights and intellectual property licenses, could have a
material adverse effect on the Company’s business, financial condition and operating results.

15. ADDITIONAL FINANCIAL INFORMATION
Other Cash Flow Information

Additional financial information with respect to cash (payments) and receipts is as follows (in millions):

Years Ended December 31,
T 2007 2006 2005
Cash paid for iRterest . .. .ottt i i i i i $ (855 § (667) $  (507)
Interest income FECeIVEd . . v v v i o vttt e e e e e 10 5 - —
Cash paid for interest, et ... oo vttt v i i i i i i $ (845 % (662) % - (507)
Cash paid for iNCOME tAXES + . v v v v e e it e ie e $ (298 $ (478 $ (54D
Cash refunds of INCOMME tAXES. . v v v v v v v s v e e cn s v snssatooronsansnannnnnn 6 4 6
Cash paid for iNCOME tAXES, BEL .+ o . vt vn it it e e ci it $ (292) $§ (474 $  (5395)

Noncash financing activities for the year ended December 31, 2007 included TWC’s 50% equity interest in the
Houston Pool of TKCCP, valued at $880 million, delivered as the purchase price for Comcast’s 50% equity interest
in the Kansas City Pool of TKCCP.

Noncash financing and investing activities for the year ended December 31, 2006 included shares of TWC's
common stock, valued at approximately $5.5 billion, delivered as part of the purchase price for the assets acquired
in the Adelphia Acquisition, mandatorily redeemable preferred equity, valued at $2.4 billion, contributed by ATC to
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TW NY Holding in connection with the TWE Redemption, Urban Cable, with a fair value of $190 million,
transferred as part of the Exchange, and cable systems with a fair value of approximately $3.1 billion transferred b
TWC in the Redemptions. _ :

Interest Expense, Net

Interest expense, net consists of (in millions):
Years Ended December 31,

. 2007 2006 2005
IIETESt MCOTIE . + « v vt vttt ettt et e ettt et e e et $ 13 $§° 4 37
Interest EXpenSe . . oo v v v i e i R R R (907 (690) (501)
Total INterest €XPEMSE, DL . . . . . . o\ v v e vttt s ettt anennnanns $ (8947 S (646) $  (464)

Video, High-speed Data and Voice Direct Costs

Direct costs associated with the video, high-speed data and voice services (included withiin costs of revenues)
consist of (in millions):
Years Ended December 31,

2007 2006 2005
VABEO + e v v e e e e e e e e e e $ 353 $ 2523 § 1,889
High-speed data . . ...... e e e . 164 156 102
VOIE. s +e v e e e e e e e e e e e e e 455 309 122
TOtal QHIECE COSES -« « v v v e e e e et e e e e e e e e 0§ 4153 0§ 2988 $ 2,113

The direct costs associated with the video service include video programming costs. The direct costs associated
with the high-speed data and voice services include network connectivity and certain other costs.

Other Current Liabilities
- Other current liabilities consists of (in millions):

December 31,

_ 2007 2006
Accrued compensation and benefits . . ... ... L L L L i s $ 310 . % 275
Accrued franchise fees . . . o L L e ¢ 169 162
Accrued sales and Other TAXes . . ... ... ittt e e e 127 148
Accrued insurance . . .. ... ... e ek e e e e e i 133 66
ACCTUEd IDMEIESL . . . . oo ittt e e e 193 130
Accrued advertising and marketing Support. . .. .. ... ... .. i e A 97
Other accrued EXPENSES & o o vttt ittt it i st i e e e e e 234 235
Total other current liabilities . . . .. ... ... ... . i ...t $ 1237 0§ 1113
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of the Company is responsible for establishing and maintaining adequate internal control over
financial reporting (as such term is defined in Rule 13a-15(f) under the Exchange Act). The Company’s internal
control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the Company;
(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the
Company are being made only in accordance with authorizations of management and directors of the Company; and
(iif) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the Company’s assets that could have a material effect on the financijal statements.

Internal control over financial reporting is designed to provide reasonable assurance to the Company’s
management and board of directors regarding the preparation of reliable financial statements for external purposes
in accordance with generally accepted accounting principles. Internal control over financial reporting includes self-
monitoring mechanisms and actions taken to correct deficiencies as they are identified. Because of the inherent
limitations in any internal control, no matter how well designed, misstatements may occur and not be prevented or
detected. Accordingly, even effective internal control over financial reporting can provide only reasonable
assurance with respect to financial statement preparation. Further, the evaluation of the effectiveness of
internal control over financial reporting was made as of a specific date, and continued effectiveness in future
periods is subject to the risks that controls may become inadequate because of changes in conditions or that the
degree of compliance with the policies and procedures may decline.

Management conducted an evaluation of the effectiveness of the Company’s system of mtemal control over
financial reporting as of December 31, 2007 based on the framework set forth in “Internal Control—Integrated
Framework” issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on its
evaluation, management concluded that, as of December 31, 2007, the Company’s internal control over financial
reporting is effectlve based on the specified criteria.

The effectiveness of the Company’s lntemal control over financial reportmg has been audited by the
Company’s independent auditor, Ernst & Young LLP, a registered public accounting firm, as stated in their
report at page 123 herein. :
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and
Shareholders of Time Warner Cable Inc.

We have audited the accompanying consolidated balance sheet of Time Warner Cable Inc. (“the Company”’) as
of December 31, 2007 and 2006, and the related consolidated statements of operations, cash flows and
sharebolders’ equity for each of the three years in the period ended December 31, 2007. Our audits also
included the Supplementary Information and Financial Statement Schedule 1T listed in the index at Item 15(a).
These financial statements, supplementary information and financial statement schedule are the responsibility of
the Company’s management. Qur responsibility is to express an opinion on these financial statements,
supplementary information and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An andit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statemnent presentation. We beleve that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Time Warner Cable Inc. at December 31, 2007 and 2006, and the
consolidated results of its operations and its cash flows for each of the three years in the period ended
December 31, 2007, in conformity with U.S. generally accepted accounting principles. Also, in our opinion,
the related supplementary information and financial statement schedule, when considered in relation to the basic
financial statements taken as a whole, present fairly in all material respects the information set forth therein.

As discussed in Note 2 to the consolidated financial statements, as of January 1, 2007, the Company adopted
the provisions of Emerging Issues Task Force Issue No. 06-2, Accounting for Sabbatical Leave and Other Similar
Benefits, and Financial Accounting Standards Board Interpretation No. 48, Accounting for Uncertainty in Income
Taxes — an interpretation of FASB Statement No. 109. .

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the effectiveness of Time Warner Cable Inc.’s internal control over financial teporting as of
December 31, 2007, based on criteria established in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 21, 2008
expressed an unqualified opinion thereon.

ERNST & YOUNG LLP

Charlotte, North Carolina
February 21, 2008




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and
Shareholders of Time Warner Cable Inc.

We have audited Time Warner Cable Inc.’s internal control over financial reporting as of December 31, 2007,
based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the “COSO criteria”). The Company’s management is responsible for
maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal
control over financial reporting included in the accompanying Management’s Report on Internal Control over
Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of intemal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance -
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accutately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made

-only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements. ' C '

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements., Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate. -

In our opinion, Time Warner Cable Inc. wnaintained, in all material respects, effective internal control over
financial reporting as of December 31, 2007, based on the COSO criteria.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheet of Time Warner Cable Inc. as of December 31, 2007 and 2006, and
the related consolidated statements of operations, cash flows and shareholders’ equity for each of the three years in
the period ended December 31, 2007 of Time Warner Cable Inc. and our report dated February 21, 2008 expressed
an unqualified oplmon thereon.

ERNST & YOUNG LLP
Charlotte, North Carolina
February 21, 2008

123




TIME. WARNER CABLE INC. -
SELECTED FINANCIAL INFORMATION

The selected financial information set forth below for each of the three years in the period ended December 31, 2007 has
been derived from and should be read in conjunction with the audited financial statements and other financial information
presented elsewhere herein. The selected financial information set forth below for the years ended December 31, 2004 and 2003 .
has been derived from audited financial statements not included herein. Capitalized terms are as defined and described in the

consolidated financial statements or elsewhere herein.

Years Ended December 31, .

2007 2006 2005 2004 2003
: (in millions, except per share data)

Selected Operating Statement Information:™ )
Revenues: S

Video. . . .o e e e 10,165 § 7632 § 6,044 5 5,706 _ $ 5351

High-speeddata. ... ....... 00 . .. ... 3,730 2,756 1,997 1,642 - 1,331

= T 1,193 715 272 29 1

Advertising . .. .. ... et 867 664 499 484 437
Total TBVENUES. . . v v o i v v e e oot e e e i e 15,955 11,767 8,812 7,861 7,120
Total costs and expenses™ . ......................... 13,189 9,588 7,026 6,307 5,818
Operating Income™ ., ... ......... ... ... ... . ..., 2,766 2,179 1,786 1,554 1,302
Interest éxpense, met. . . ... ... ih ... e e (894) (646) (464) (465) (492)
Income from equity investments, net . . ... ............... 11 129 43 41 33
Minority interest eXpense, MEt. . o . v v v v v v i i vi e e i e s es e e (165) (108) (64) (56) (59)
Otherincome, net!™ . . ... ... ... ... 145 2 1 11 —
Income from continuing operations before income taxes . . . .. . . 1,863 1,556 1,302 1,085 784
Income tax provision . . ... ... ... ... (740) (620) (153) (454) (327)
Income from continuing operations . . ... ................ 1,123 936 1,149 631 457
Discontinued operations, netof tax . ... ................. _— 1,038 104 95 207
Cumulative effect of accounting change, net of tax® . .. ... ... — 2 - —_ —
Netincome ...........evieenn.., B 1,123 $§ 1976 § 1253 § 726§ 664
Per share of common stock: . .
Basic income per common share from conumung operations ., , ., 115 % 095 § 115§ 063 § 0.48
Discontiniied operations . ...\, et i e — 1.05 0.10 0.10 0.22
Cumulative effect of accounting change . .. ............... - — — — -
Basic net income per common share . ., .. ............... 1.15 . 2.00 1.25 0.73 0.70
Diluted income per commen share from continuing operations . . . 115 0.95 1.15 0.63 0.48
Discontinued 0perations . ... ...... .. ey i n. .., —_ 1.05 0.10 0.10 0.22
Cumulative effect of accounting change . . ................ — — - - -
Diluted net income per common share . . .. ............... 1.15 % 200 § 125 § 073 3§ 0.70
Average common shares: ‘
BamiC v e e e e e 976.9 990.4 1,000.0 1,000.0 955.3
Diluted . . ... o e 977.2 990.4 1,000.0 1,000.0 955.3

December 31,
2007 2006 2005 2004 2003
(in millions) '
Selected Balance Sheet Information:®®
Cash-andequivalents . :............c.ouiiriunennnn.. 232 % 51 % 12 % 102§ 329
CTotal @85E1S . . ... e 56,600 55,821 43,724 43,189 42,950

Total debt and preferred eqmty ........................ 13,877 14,732 6,863 7,299 8,368
Cash dividends declared pér common share, ... ............ — — — — —

@ The following items impact the comparability of results from period to period: (i) on January 1, 2007, TWC began consolidating the results
of the Kansas City Pool it received upon the distribution of the assets of TRCCP, which previously was accounted for as an equity-method
investee and (i) on July 31, 2006, a subsidiary of TWC and Comcast completed the Transactions. Refer to Note 4 for further details,

®  Total costs and expenses and Operating Income includes merger-related costs and restructuring costs of $23 million in 2007, $56 million in
2006, $42 million in 2005 and $15 million in 2003 (none in 2004).

©  Other income, net, includes a pretax gain of $146 million in 2007 related to the sale of TWC’s 50% equity interest in the Houston Pool of
TECCP. Refer to Note 4 for further details. .

@ Cumulative effect of accounting change, net of tax, includes a benefit of $2 million in 2006 related to the cumulative effect of a change in
accounting principle in connection with the adoption of FAS 123R. :
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QUARTERLY FINANCIAL INFORMATION
: ' (Unandited)
Quarters Ended
March 31, June 30, September,30 December 31,
(in millions, except per share data)

2007(3)
Revenues: o _ _
SubSCTiption .. ..v vt i i e i $3,662 $3,788 $3,780 $3,858
Advertising . . ...t e 189 226 221 231
Total revenues. .. .... e e rr e e 3,851 4,014 4,001 4,089
Operating Income . e e e 579 711 681 795
Netincome. . .....oovenneennsesnn. e iee e aea 276 272 248 327
Basic and diluted net income per common share e 0.28 0.28 0.25 0.33
Cash provided by operating activities. . .. ... ............. 1,006 1,198 1,049 1,310
Common stock—high ............ ... . ... i i, 39.01 40.03 42.11 33.74
Common Stock—IOW .. .. vttt ittt e e, 35.93 36.10 - 30,77 23.60
2006
Revenues: I - .
SubSCTIPHON . ...t $2,276 $2,389 $3,031 $3,407
AAVETHSIGE + « v oo e e e e e i 109 133 ° 178 L 244
Total revenues. . . . . ... e 2,385 2,522 3,209 3,651
Operating Income . . ............. SV e 452 544 550 633
Income from continuing operations . . ... .........ovuuun.. 204 260 226 246
. Discontinued operations, netoftax . ..................... - 31 33 _ 954 20
Cumulative effect of accounting change, net of tax .. ......... 2 —_ == -
Net i INCOME. . v vttt rien et neanaan 237 293 21,180 266
Basic and diluted mcomc per common share from continuing '

OPETAtONS + -« et e it e e e 0.20 026 0.23 0.25
Basic and diluted net income per common share . ..., ........ 0.23 0.29 1.20 0.27
Cash provided by operating activities, . .. ................. 782 759 1,020 1,034

@ Per common share ampunis for the quarters and full years have each been calculated separately. Aécordingly. quarterly amounts may not
sum to the annual amounts because of differences in the weighted-average common shares outstanding during each period.
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TIME WARNER CABLE INC.
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS

Time Warner Entertainment Company, L.P. (“TWE”) and TW NY Cable Holding Inc. (“TW NY Holding”
and, together with TWE, the “Guarantor Subsidiaries”) are subsidiaries of Time Warner Cable Inc. (the “Parent
Company”"). The Guarantor Subsidiaries have fully and unconditionally, jointly and severally, directly or indirectly,
guaranteed the debt issued by the Parent Company in its 2007 registered exchange offer. The Parent Company owns
100% of the voting interests, directly or indirectly, of both TWE and TW NY Holding. :

. The Securities and Exchange Commission’s rules require that condensed consolidating financial information
be provided for subsidiaries that have guaranteed debt of a registrant issued in a public offering, where each such
guarantee is full and uncon ‘tional and where the voting interests of the subsidiaries are 100% owned by the
registrant. Set forth below are condensed consolidating financial statements presenting the financial position,
results of operations, and cash flows of (i) the Parent Company, (ii) the Guarantor Subsidiaries on a combined basis
(as such guarantees are joint and several), (iii) the direct and indirect non-guarantor subsidiaries of the Parent
Company (the “Non-Guarantor Subsidiaries”) on a combined basis and (iv) the eliminations necessary o arrive at
the information for Time Warner Cable Inc. on a consolidated basis. '

There are no legal or regulatory restrictions on the Parent Company’s ability to obtain funds from any of its
subsidiaries through dividends, loans or advances.

These condensed consolié}ating financial statements should be read in conjunction with the ‘consolidated
financial statements of Time Warner Cable Inc. '

Basis of Presentation

. In presenting the condensed consolidating financial statements, the equity method of accounting has been
applied to (i) the Parent Company’s interests in the Guarantor Subsidiaries and the Non-Guarantor Subsidiaries and
(ii) the Guarantor Subsidiaries’ interests in the Non-Guarantor Subsidiaries, where applicable, even though all such
subsidiaries meet.the requirements to be consolidated under U.S. generally accepted accoutiting principles."All
intercompany balances and transactions between the Parent Company, the Guarantor Subsidiaries and the Non-

Guarantor Subsidiaries have been eliminated, as shown in the column “Eliminations.”

The accounting bases in all subsidiaries, including goodwill and identified intangible assets, have been
allocated to the applicable subsidiaries. Interest income (expense) is determined based on third-party debt and the
relevant intercompany amounts within the respective legal entity. :

Time Warner Cable Inc. is not a separate taxable entity for U.S. federal and various state income tax purposes
and its results are included in the consolidated U.S. federal and certain state income tax returns of Time Wamer Inc.
In the condensed consolidating financial statements, tax expense has been presented based on each subsidiary’s
legal entity basis. Deferred taxes of the Parent Company, the Guarantor Subsidiaries and the Non-Guarantor
Subsidiaries have been presented based upon the temporary differences between the carrying amounts of the
respective assets and liabilities of the applicable entities.

Costs incurred by the Parent Company, the Guarantor Subsidiaries or the Non-Guarantor Subsidiaries are
allocated to the various entities based on the relative usage of such expenses. -
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TIME WARNER CABLE INC.
SUPPLEMENTARY INFORMATION .
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS—(Continued)

Consolidating Balance Sheet

December 31, 2007
Non-
Parent Guarantor Guarantor TWC
Company - Subsidiaries Subsidiaries Eliminations Consolidated
(in millions)

ASSETS
Current assets
Cash and equivalents® . . .................... $ 185 $ 3,458 $ —  $@4 % 232
Receivables, met . . .. ... i i i —_ 171 572 —_ 743
Receivables from affiliated parties . . ............ 719 2 "359 (1,078) 2
Deferred income tax assets . ...........c000..n. 91 52 52 (104) 91
Prepaid expenses and other current assets........, 5 40 50 — 95
Total cwrrent assets . . . ..ot i i n i r it s i 1,000 3,723 1,033 (4,593) 1,163
Investments in and amounts due (to) from

consolidated subsidiaries . . ................. 50,704 23,223 9,752 (83,679) —
Investments ..........cvuvrorvnnrnnsnnn. 13 38 684 — - 735
Property, plant and equipment, net. . . .. e — 3,268 9,605 — 12,873
Intangible assets subject to amortization, net. . .. ... — 6 713 — 719
Intangible assets not subject to amortization . . . . ... — 8,150 30,775 — 38,925
GoodWwill . .. ... ... 4 3 2,110 — 2,117
Other 855618 « o v v v vt v n e e i e 35 4 29 — 68
Total @sSets . ..o v vt vie i e $51,756  $38,415 $54,701 $(88,272)  $56,600
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities : .
Accounts payable . ... ... 3 —_ $ 41 $ 376 $ —_ $ 417
Deferred revenue and subscriber-related liabilities . . . — 59 105 — 164
Payables to affiliated parties .................. 30 408 844 (1,078) 204
Accrued programming expense . ......... e, —_ 308 201 - — 509
Other current liabilities . ............ S 82 569 586 — 1,237
Current liabilities of discontinued operations ... ... —_ 3 2 — 5
Total current Habilities . ..................... 112 1,388 2,114 © (1,078) 2,536
Long-termdebt ................... e 10,240 3,337 —_ —_ 13,577
Mandatorily redeemable preferred membership units ‘

issued by a subsidiary . .................... — — . 300 — 300
Mandatorily redeemable preferred equity issued by a

swbsidiary. .. .....ii i, — 2,400 —_ (2,400) S
Deferred income tax liabilities, net ............. 13,244 7,008 7,008 (13,969) 13,291
Long-term payables to affiliated parties .......... 3,411 416 8,704 (12,495) 36
Other liabilities . .................. e 43 180 207 — 430
Noncurrent liabilities of discontinued operations . . . . — R — — —
Minority interests . ... ... .o ., — 3,116 — (1,392) 1,724
Shareholders’ equity ’
Due (to) from TWC and subsidiaries ............ — 450 (350) (100) =
Other shareliolders’ equity. .. ......ocouean. ... 24,706 20,120 36,718 -+ (56,838) 24,706
Total shareholders’ equity .................... 24,706 20,570 36,368 (56,938) 24,706
Total liabilities and shareholders’ equity.......... $51,756 338,415 $54,701 $(88,272)  $56,600

@ Cash and equivalents at the Guarantor Subsidiaries primarily represents TWE's intercompany amounts receivable from TWC under TWC’s internal
investment program. Amounts bear interest at TWC's prevailing commercial paper rates minus 0.025% and are settled daily. .
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SUPPLEMENTARY INFORMATION

CONDENSED CONSOLIDATING FINAN CIAL STATEMENTS—(Continued)

- Consolidating Balarice Sheet
December 31, 2006

Non-

Parent Guarantor Guarantor : TWC
Company Subsldiaries Subsidiaries Ellminations Consolidated
(in millions)

ASSETS
Current assets
Cash and equivalents® . .. ................... $ 51 %2304 5 — $@23049) 3§ 51
Receivables,net .. ......................... — 182 450 — 632
Receivables from affiliated parties . ............. 306 12 162 (382) 98
Deferred income tax assets . . ................. 78 45 45 (90) 78
Prepaid expenses and other current assets. . . ... .., 12 ‘11 54 — 77
Current assets of discontinued operations . ........ — 26 26 — 52
Total cuurent assets. . . ............couo.on., 447 2,580 737 (2,776) 088
Investments in and amounts due (to) from :

consolidated subsidiaries .. ................. 49,358 22,281 8,040 (79,679) e
InvestInents .. ..ot n v e e e 4 34 2,034 —_ 2,072
Property, plant and equipment, net. ... .......... — 3,239 .8,362 —_ 11,601
Intangible assets subject to amortization, net, .. .. .. — 18 - 858 s 876
Intangible assets not subject to amortization . . . . . . . — 8,150 29,901 — 38,051
Goodwill . ...... ... ... i — 2 2,057 — 2,059
Otherassets . . ........irinviinienennnn.. 144 2 28 — 174
Totalassets .......... .. .o oo, $49,953  $36,306 $52,017  $(82,455)  $55,821
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities
Accounts payable . ........ e $ — §$ 162§ 354 $ — $ 516
Deferred revenue and subscriber-related liabilities . , . — 54 102 — 156
Payables to affiliated parties . . ... e, —_ 226 321 (382) 165
Accrued programming expense . ..............; — 263 261 — - 524
Other current liabilities . . . .. e 41 442 630 — 1,113
Current liabilities of discontinued operations . . . ... — 6 10 — 16
Total current liabilities . ..................... 4] 1,153 1,678 (382) . 2,490
Long-termdebt ...............c........... 11,077 . 3,351 — —_ 14,428
Mandatorily redeemable preferred membership units -

issued by a subsidiary . .................... — — 300 —_ 300
Mandatorily redeemable preferred equity issued by a

subsidiary . ........... ... . i — 2,400 — (2,400) —
Deferred income tax obligations, net . .........., 12,934 6,676 6,722 (13,352) = 12,980
Long-term payables to affiliated parties . ......... 2,304 297 8,709 (11,173) 137
Other liabilities ........................... 33 114 149 — - 296
Noncurrent liabilities of discontinued operations —_ — 2 — 2
Minority interests . . . .......vv it nn .., — 2,820 - (1,202) 1,624
Shareholders’ equity : . :
Due (to) from TWC and subsidiaries ............ — 343 (848)" 505 —
Other shareholders’ equity. . . . . e e - 23,564 19,146 35,305 (54,451) 23,564
Total shareholders’ equity . . . e i . 23,564 19,489 34,457 (53,946) 23,564
Total liabilities and shareholders’ equity. e $49,953 $36,306 $52,017 $(82,455)  $55,821

© Cash and eqmvalems at the Guatantor Subsidiaries represents"TWE's intercompany amounts receivable from TWC under TWC's internal investment
program. Amounts bear interest at TWC’s prevailing commercial paper rates minus 0.025% and are settled daily,
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TIME WARNER CABLE INC,
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS—(Continued)

Consolidating Statement of Operations
Year Ended December 31, 2007

Non-
Parent Guarantor Guarantor TWC
Company Subsidiaries Subsidiaries Eliminations Consolidated
, . , (in millions)
Revenues .............. i $ — $3,360 $12,761 $ (166)  $15,955
Costs of revenues ....... e e - 1,649 6,059 (166) 7,542
Selling, general and administrative. ........... — 532 2,116 — 2,648
Pepreciation .. ... vvvvv i - 640 2,064 — 2,704
Amortization. .. ...... ... ... e — 17 - .255 . — : 272
Merger-related and restructuring costs . ........ — 9 14 — 23
Total costs and €Xpenses .. ................. — 2,847 10,508 (166) 13,189
Operating Income .. ... ..., — 513 2,253 - 2,766
Equity in pretax income (loss) of consolidated
. subsidiaries ......... ... . i, 2,138 1,290 (151) (3,277) —
Interest expense, net . ........... . oo, (264) (499) (131) — (894)
Income (loss) from equity investments, net. .. ... 9) — 20 — 11
Minority interest expense, net . .............. — (7) —_— (158) (165)
Other income (expense), net ................ (2) — 147 — 145
Income before income taxes. . .......... e 1,863 1,297 2,138 (3.435) 1,863
Income tax provision. ..................... (740) (525) (536) .. 1,061 (740)
Netincome . . v it ii e et e e e $1,123 $ 772 $ 1,602 $(2,374) $ 1,123
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TIME WARNER CABLE INC.
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS—(Continued)

Consolidating Statement of Operations
Year Ended December 31, 2006

Non-

Parent Guarantor Guarantor ’ TWC
Company Subsidiarles Subsidiaries Eliminations Consolidated
(In millions)

Revenues. .......cvovvvernnnnennnnnn, $ — % 3303 $ 8612 3% (148) % 11,767
Costs of revenues. . . .............. ... . - — 1,600 3,904 (148) 5,356
Selling, general and administrative . . .. ... 2 607 1,517 . — 2,126
Depreciation .. ..............c00u... — 599 1,284 — - 1,883
Amortization . ........... ... ..., — 62 105 — 167
Merger-related and restructuring costs. . ... — 19 37 — 56
Total costs and expenses. . ............. 2 2,887 6,847 (148) 9,588

Operating Income (Loss) .............. 2) 416 1,765 —_ 2,179
Equity in pretax income (loss) of :

consolidated subsidiaries............. 1,710 1,044 (165) (2,589) —
Interest expense, net. . ................ (146) (474) (26) C— (646)
Income (loss) from equity investments,

1= AP U 6 — 135 — 129
Minority interest income (expense), net. . . . — 28 — (136) (108)
Other income, net .. ................, —_ 1 1 —_— 2

Income from continuing operations before _
income taxes ...... ... .o, 1,556 1,015 1,710 (2,725) 1,556
Income tax provision . ................ (620) (412) (424) 836 (620)

Income from continuing operations. . .. ... 936 603 1,286 (1,889) 936
Discontinued operations, net of tax....... 1,038 60 244 (304) 1,038
Cumulative effect of accounting change, net

oftaX. ... i e 2 1 3 ® 2

Netincome .......... ..., $ 1976 & 664 $ 1,533 $ (2190 $ 1976

130




TIME WARNER CABLE INC.
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS—(Continued)

Consolidating Statement of Operations
Year Ended December 31, 2005

Non-

Parent Guarantor Guarantor TWC
Company Subsidiaries Subsidiaries Eliminations Consolidated
(in millions)
REVENUES .« v eettvnrnvnaacaeaaaens, 3 — $2,893 $6,143 $ (224) $8,812
Costs Of TEVENUES . ... i it vttt eine e e e — 1,360 2,782 (224) 3,918
Selling, general and administrative............ 5 491 1,033 — 1,529
Depreciation . ....... e . — 528 937 —_ 1,465
AmOortization. . . ..., .. vii i i e e — 61 11 — 72
Merger-related and restructuring costs ... ...... - 4 1 - 42
Total costs and expenses .. ................. 5 2,481 4,764 (224) 7,026
Operating Income (Losg) .. ........... ... .. ) 412 1,379 — 1,786
Equity in pretax income (loss) of consolidated

subsidiaries . .. .......c.c i i, 1,371 794 99) (2,066) - —
Interest income (expense), net . .............. (64) (448) 43 — (464)
Income from equity investments, net . ......... — — 43 - 43
Minority interest income (expense), met .. ... ... — 17 —_ (81) 64)
Oth_er IMNCOME, BEL + v v v et e et iieieeennnns — 1 —_ — 1
Income from continuing operations before income _

17:% ¢ 1,302 776 1,371 (2,147) 1,302
Income tax provision. .............. ..., (153) (138) (146) 284 (153)
Income from continuing operations ........... 1,149 638 1,225 (1,863) 1,149
Discontinued operations, net of tax ........... 104 26 146 (172) 104
Netincome ........covvinrinnnnna.. e $1,253 $ 664 $1.371 $(2,035) $1,253
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TIME WARNER CABLE INC.
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS—(Continued)

Consolidating Statement of Cash Flows

Year Ended December 31, 2007

OPERATING ACTIVITIES
INELINCOME © v v v s vmsrscasas s sioenuns
Adjustments for noncash and nonoperating items:

Depreciation and Amortization .. ....c.ov-eeonnen )

Pretax gain on sale of 50% equity interest in the
Houston Pool of TKCCP
Excess (deficiency) of distributions over equity in
pretax income of consolidated subsidiaries . . . ...
(Income) loss from equity investments, net of cash
QiSDUMONS « - v v v e vm e ia e
Minority interest €Xpense, DEt. . ..o vv v e
Deferred InCOME tAXES . . o v v v v v v v n v mvnv v
Equity-based compensation expense . .........-.
Changes in operating assets and liabilities, net of
acquisitions
Adjustments relating to discontinued operations . . . ...
Cash provided (used) by operating activities ......-.

INVESTING ACTIVITIES
Investments and acquisitions, net of cash acquired and
distributions received. . . ... i
Investment in a wireless joint venture . ... .. o0 o
Capital expenditures from continuing operations

Proceeds from the sale of cable systems . .......... o

Proceeds from disposal of property, plant and
EQUIPIIENE .+ o v v v v v ve v avens s s i s

Cash used by investing activities

FINANCING ACTIVITIES
Borrowings (repayments), net
BOITOWIIES « v v v v vrnrrusonrvnmsnnnassonsss
REPAYTIENLS . o « v v v vvvmen v smm e st e
Net change in investments in and amounts due to and
from consolidated subsidiaries .. .. ... .0 e
Principal payments on capital leases. .. ......... -
Excess tax benefit from exercise of stock options. . . ..
Distributions to owners, Nt . . ... v e
(021 ST
Cash provided (used) by financing activities . .......
INCREASE IN CASH AND EQUIVALENTS. .. ...
CASH AND EQUIVALENTS AT BEGINNING OF
PERIOD . . . oo tiierviiannsaraannnuns
CASH AND EQUIVALENTS AT END OF
PERIOD . ... it caniinnn e ranaenns

Non-
Parent Guarantor Guarantor TWC
Company Subsidiaries  Subsidiaries  Eliminations Consolidated
(in millions)

$ 1,123 § 772§ 1,602 § (2374 % 1123

— 657 2319 — 2976
— — - (146) — (146)
(2,138) (1,290) 151 3277 —
9 22 3 (22 12
—_ 7 R 158~ 165
317 342 342 (634) 317
— 59 — — 59
(242) 430 (178) — 10
— 23 © 24 — 47
(931) 1,022 4117 355 4,563
22) (6) 1 — @7
— — (33) — . (33)
— (918) . . (2,515) — . (3.433)
— — 52 — 52
— 1 8 — 9
(22) (923) (2,487) — (3,432)
(467 — — (1,107) (1,574)
8,387 — — e 8,387
(1619 . — — —_— (7,679)
841 1,077 (1,563) (355) S
— — 1C)) — @

5 — — — 5

— (22) @ — (24)
= = 6y __ — 6D
1,087 1,055 (1,630) (1,462) 950y
134 1,154 — (1,107 181
51 2,304 — (2,304) 51
185 § 3458 3 — $ @41 § 232
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TIME WARNER CABLE INC.
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS—(Continued)

Consolidating Statement of Cash Flows
Year Ended December 31, 2006

Non-
Parent Guarantor Guarantor TWC
Company Subsidiaries  Subsidiaries = Eliminations Consolidated
(in millions)
OPERATING ACTIVITIES
Netincome ... oiiii et i e e e i n $ 1976 § 664 $ 1,533 § (2,197 § 1,976
Adjustments for noncash and nonoperating items: :
Cumulative effect of accounting change, net of tax . . )] 1) 3) 4 2)
Depreciation and amortization ................ — -. 661 1,389 — 2,050
Excess (deficiency) of distributions over equity in :
pretax income of consolidated subsidiaries . . .. .. (1,710) (1,044) 165 2,589 —
(Income) loss from equity investments. .......... 6 — (135) — (129)
*.Minority interest (income) expense .. ........... : — (28) — 136 108
Deferred income taxes. . ... . o.ovuveiiien s 240 93 93 (186)- 240
Equity-based compensation ................. " — 33 — — - 33
Changes in operating assets and liabilities, net of
ACqUESIHONS . . v v v v i e e (286) 468 63 = 245
Adjustments relating to discontinued operations . . . ... (1,038) (13) (146) 271 (926)
Cash provided (used) by operating activities ........ (814) 833 2,959 617 3,595
INVESTING ACTIVITIES ' ‘ . :
Investments and acquisitions, net of cash acquired . , . . (8,712) (1) (9,071) 8,555 . (9,229)
Investroent in a wireless joint venture . . ........ ... — . —_ (633) — (633)
Capital expenditures from contimiing operations . . ... — (966) (1,752) Co—  {(2,718)
Capital expenditures from discontinued operations . . . . —_ 34) (22) — (56)
Proceeds from disposal of property, plant and : . . .
equipment ........... i e — 2 4 — 6
-Other investment proceeds. . . ....ovvvirnrn.on.. — — 631 — 631
Cash used by investing activities ................ (8,712) (999) (10,843) 8,555 . (11,999)
FINANCING ACTIVITIES . o
Borrowings (repayments) met ... e 2,065 — — (1,431 634
BOITOWINGS « .. oot it iiia e et n i irnrneaennenn 10,300 — 8,702 (8,702) - 10,300
Repayments. .........ccoviiimenunnnnnnnns, (975) — —_ — (975)
Issuance of mandatorily redeemable preferred
: membershlp units by a subsidiary . ............. — — 300 — 300
‘Changes in due (to) from parent and investment in - . _
subsidiary. . .. ... ... e, . 28 1,775 (1,186) 617) —
Redemption of Comcast’s interest in TWC . ........ : (1,857) (147) — 7147 (1,857)
Excess tax benefit from exercise of stock options. . . . . 4 — —_ L 4
Principal payments on capital leases.............. _ — 3 C— (3)
Distributions to owners, net .. . ... ... ..o ueain. .. : — 31) — —_ 31)
Other ...t i e it — — ! — Tl
Cash provided by financing activities ............. 9,565 1,597 7,884 (10,603) 8,443
INCREASE IN CASH AND EQUIVALENTS. . .. .. 39 1,431 — (1,431) 39
CASH AND EQUIVALENTS AT BEGINNING OF
PERIOD......... ... .o i, 12 873 — (873) 12
CASH AND EQUIVALENTS AT END OF
PERIOD............ ettt it 3 51 % 2304 § — § (2304) $ 51
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TIME WARNER CABLE INC.
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS-—-(Contmued)

Consolidating Statement of Cash Flows
Year Ended December 31, 2005

Non-
Parent Guarantor Guarantor TWC
Company Subsidiaries  Subsidiaries  Eliminations  Consolidated
(in millions)
OPERATING ACTIVITIES
NEtiNCOME + o v v vt v v ee vt eaannsnnnnneessnn $ 1253 % 664 $ 1,371 $ (20353 1,233
Adjustments for noncash and nonOperaung items:
Depreciation and amortization ................ — 589 948 — 1,537
Excess (deficiency) of distributions over equity in
pretax income of consolidated subsidiaries ... ... (1,371) (794) : 99 2,066
Income from equity investments . ... ........... — —_ (43) —_ 43)
Minority interest (income) expense . . ........... —_ an — 81 64
Deferred income taxes. . . ... ... .. it inu s (393) (184) (186) 368 (393)
Equity-based compensation .................. — 50 3 — 53
Changes in operating assets and liabilities, net of
ACQUISIHIONS ..\ o vt e 6 229 (194) (103) (62)
Adjustments relating to discontinued operations. . . ... (100) 110 (83) 206 <133
Cash provided (used) by operating activities ........ (605) 647 1,915 . 583 2,540
INVESTING ACTIVITIES :
Investments and acquisitions, net of cash acquired . . . . — (36) 77) -— (113)
Capital expenditures from continuing operations . . . .. — (653) (1,184) wm (1,837)
Capital expenditures from discontinued operations . . . . — (68) (70) — (138)
Proceeds from disposal of property, plant and
EQUIPIMEDE . .o v vt e — 1 3 —_ 4
Investments and acquisitions from discontinued : C .
OPEIAHOMS « v v v v v v v e vt eeaaaanecanens — — (48) — (48)
Cash used by investing activities ................ — (756) (1,376) — (2,132)
FINANCING ACTIVITIES '
Borrowings (repayments), DEL . . ... v v uv v 163 C— — (585) (422)
Changes in due (to) from parent and investment in
SubSIIATY. .« . i e e 410 665 (493) (582) .
Principal payments on capital leases. ... .......... — — (€3] — 1)
Distributions to OWners, net, . . ... .. .vivrnennns —_— (30) — — 30
Debt repayments of discontinued operations ...... . — = (45) L " (45)
Cash provided (used) by financing activities ........ 573 - 635 (539) (1,167) (498)
INCREASE (DECREASE) IN CASH AND ‘
EQUIVALENTS . ... ... ... ... iiiinnnn, (32) 526 —_ (584) (90)
CASH AND EQUIVALENTS AT BEGINNING OF
PERIOD. ... .. ... ittt 44 347 — (289) 102
CASH AND EQUIVALENTS AT END OF
PERIOD .. .....oiiinnn i $ 1z $ 873 § — 3 (873) § 12
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: TIME WARNER CABLE INC.
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS

- Additions
Balance at  Charged to Balance
Beginning Costs and at End

of Period  Expenses™  Deductions  of Period
(in millions)

Year Ended December 31, 2007:
Allowance for doubtful acCOUDNtS . . v v v vt e v e e e $73 $267 $(253) $87

Year Ended December 31, 2006:
Allowance for doubtful accounts........... e $51 $189 $(167) $73

Year Ended December 31, 2005:
Allowance for doubtful aCCOUMS . . .. v v vt iie e e anns $49 3114 $(112) $51

®  Additions in 2006 include approximately $15 million attributable to the Adelphia Acquisition and the Exchange.
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Exhibit
Number

2.1

2.2
23
24
2.5
2.6

2.7

238
29
2.10

2.11

2.12

2.13

EXHIBIT INDEX
Pursuant to Item 601 of Reg_ulation S5-K.-

Description
Asset Purchase Agreement, dated as of April 20, 2005, between Adelphia Communications Corporation
(“ACC”) and Time Warner NY Cable LLC (“TW NY) (incorporated herein by reference to Exhibit 99.1

to Time Warner Inc.’s (“Time Warner”) Current Report on Form 8-K dated April 27, 2005 (File
No. 1-15062) (the “TW Adelphia APA April 27, 2005 Form 8-K™)). :

- Amendment No. 1 to the Asset Purchase Agreement, dated June 24, 2005, between ACC and TW NY

(incorporated herein by reference to Exhibit 10.5 to Time Warner’s Quarterly Report on Form 10-Q for the

. quarter ended June 30, 2005 (File No. 1-15062) (the “Time Warner June 30, 2005 Form 10-Q™)).
‘Amendment No. 2 to the Asset Purchase Agreement, dated June 21, 2006, between ACC and TW NY

(incorporated herein by reference to Exhibit 10.2 to Time Warner’s Quarterly Report.on Form 10-Q for the
quarter ended June 30, 2006 (File No. 1-15062) (the “Time Warner June 30, 2006 Form 10-Q™)).

Amendment No. 3 to the Asset Purchase Agreement, dated June 26, 2006, between ACC and TW NY
(incorporated herein by reference to Exhibit 10.3 to the Time Warner June 30, 2006 Form 10-Q).

Amendment No. 4 to the Asset Purchase Agreement, dated July 31, 2006, between ACC and TW NY
(incorporated herein by reference to Exhibit 10.6 to the Time Warner June 30, 2006 Form 10-Q).

Redemption Agreement, dated as of April 20, 2005, by and among Comcast Cable Communications
Holdings, Inc. (“Comcast Holdings”), MOC Holdco 11, Inc. (“MOC Holdco II"), TWE Holdings I Trust
(“Comeast Trust I"), TWE Holdings II Trust (“Comcast Trust II”), Comcast: Corporation (“Comcast”),
Cable Holdco I Inc. (“Cable Holdco IT”), Time Warner Cable Inc. (the “Company”), TWE Holding ILLC
and Time Warner (mcorporated herein by reference to Exhlblt 992 to the TW Adelphla APA April 27,
2005 Form 8-K).

Redemption Agreement dated as of April 20, 2005, by and among Comcast Holdings, MOC Holdco I
LLC (“MOC Hold¢o I""), Comcast Trust I, Comcast, Cable Holdco II LLC (“Cable Holdco IIT”), Time
Warner Entertainment Company, L.P. (“TWE”), the Company and Time Warner (incorporated herein by
reference to Exhibit 99.3 to the TW Adelphia APA April 27, 2005 Form 8-K).

Letter Agreement, dated as of July 31, 2006, by and among Comcast Holdings, MOC Holdco I, MOC
Holdco I, Comcast Trust I, Comcast Trust II, Comcast, Cable Holdco II, Cable Holdco III, TWE, the
Company and Time Warner (incorporated herein by reference to Exhibit 99.7 to Time Warner’s Current
Report on Form 8-K/A: dated October 13, 2006 and filed with the Securities and Exchange Commission
(*SEC”) on October 13, 2006 (File No. 1-15062) (the “Time Warner October 13, 2006 Form 8-K/A™)).

Letter Agreement, dated as of October 13, 2006, by and among Comcast Holdings, MOC Holdco I, MOC
Holdco IT, Comcast Trust I, Comcast Trust II, Cable Holdco II, Cable Holdco III, the Company, TWE,
Comcast and Time Warner (incorporated herein by reference to Exhibit 99.8 to the Tlme Warner
Qctober 13, 2006 Form 8-K/A).

Exchange Agreement, dated as of April 20, 2005, among Comcast, Comcast Holdings, Comcast of
Georgia, Inc. (“Comcast of Georgia”™), TCI Holdings, Inc. (“TCI Holdings™), the Company, TW NY, and
Urban Cable Works of Philadelphia, L.P. (“Urban”) (mcorporated herein by reference to Exhibit 99.4 to
the TW Adelphia APA April 27, 2005 Form 8-K).

Amendment No. 1 to the Exchange Agreement, dated as of July 31, 2006, among Comcast, Comcast
Holdings, Comcast'Cable Holdings L1.C, Comecast-of Georgia, Comcast of Texas I, LP, Comcast of Texas
II, LP, Comcast of Indiana/Michigan/Texas, LP, TCI Holdings, the Company and TW NY (incorporated
herein by reference to Exhibit 99.9 to the Timé Warner October 13; 2006 Form 8-K/A). -

Letter Agreement, dated October 13, 2006, by and among Comcast, Comcast Holdings, Comcast Cable
Holdinigs, LLC, Comcast of Georgia/Virginia, Inc., Comcast TW Exchange Holdings I, LP, Comcast TW
Exchange Holdings II, LP, Comcast of Cahforma/Colorado/Ilhnoxs/Indxana/l\/hchgan, LP, Comcast of
Florida/Pennsylvania L.P., Comcast of Pennsylvania IT, L.P., TCI Holdings, TWC and TW NY (related to
the Exchange) (mcorporated herem by reference to Exhibit 99.10 to the Time Warner October 13, 2006
Form 8-K/A). -

Letter Agreement re Texas and Kansas City Cable Partners, L.P., dated as of April 20, 2005, between

Comcast and the Company (incorporated herein by reference to Exhibit 99.6 to the TW Adelphia APA
April 27, 2005 Form 8-K).




Exhibit
Number

2.14
2.15

2.16

2.17

3.1

32

4.1

Description

Contribution Agreement, ‘dated as of April 20, 2005, by and between American Television and
Communications Corporation (“ATC”) and TW NY (incorporated herein by reference to Exhibit 99.7
to the TW Adelphia APA April 27, 2005 Form 8-K).

Contribution and Subscription Agreement, dated as of July 28, 2006, between ATC, TW NY Cable
Holding Inc. (“TW NY Holding"), TW NY, and TWE Holdings, L.P. (incorporated herein by reference to
Exhibit 2.18 to the Company’s Current Report on Form 8-K dated February 13, 2007 and filed with the
SEC on February 13, 2007 (the “TWC February 13, 2007 8-K™)). _

Parent Agreement, dated as of April 20, 2005, among the Company, TW NY and ACC (incorporated
herein by reference to Exhibit 99.10 to the TW Adelphia APA Aprl 27, 2005 Form .8-K).

Letter Agreement, dated June 1, 2005, among Cable Holdco, Inc. (“Cable Holdco™), Cable Holdco 11,
Cable Holdeo ITI, Comcast, Comeast Holdings, Comcast of Georgia, MOC Holdeo I, MOC Holdco I,
TCI Holdings, Time Warner, the Company, TW NY, TWE, TWE Holdings. I LLC, Comcast Trust I,
Comecast Trust II and Urban (incorporated herein by reference to Exhibit 10.11 to the Time Warner
June 30, 2005 Form 10-Q). ,

Amended and Restated Certificate of Incorporation of the Company, as filed with the Secretary of State of
the State of Delaware on July 27, 2006 (incorporated herein by reference to Exhibit 3.1 to the TWC
February 13, 2007 8-K). . T

By-laws of the Company, as of July 28, 2006 (incorporated herein by reference to Exhibit 3.2 to the TWC
February 13, 2007 8-K). _ o _ ' i

Indenture, dated as of April 30, 1992, as amended by the First Supplemental Indenture, dated as of June 30,
1992, among TWE, Time Warner Companies, Inc. (“TWCI"), certain of TWCI's subsidiaries that are

_ parties thereto and The Bank of New York, as Trustee (incorporated herein by reference to Exhibits 10(g)

4.2

4.3

44

4.5.

4.6

47

4.8

and 10(h) to TWCI’s Current Report on Form 8-K dated June 26, 1992 and filed with the SEC on July 15,
1992 (File No. 1-8637)). .

Second Supplemental Indenture, dated as of December 9, 1992, among TWE, TWCI, certain of TWCI’s
subsidiaries that are parties thereto and The Bank of New York, as Trustee (incorporated herein by
reference to Exhibit 4.2 to Amendment No. 1 to TWE’s Registration Statement on Form S-4 dated
October 25, 1993 filed with the SEC on October 25, 1993 (Registration No. 33-67688) (the “TWE

. October 25, 1993 Registration Statement”)).

Third Supplemental Indenture, dated as of October 12, 1993, among TWE, TWCI, certain of TWCI’s
subsidiaries -that are parties thereto and The Bank of New York, as Trustee (incorporated herein by
reference to Exhibit 4.3 to the TWE October 25, 1993 Registration Statement).

Fourth Supplemental Indenture, dated as of March 29, 1994, among TWE, TWCI, certain of TWCI's
subsidiaries that are parties thereto and The Bank of New York, as Trustee (incorporated herein by
reference to Exhibit 4.4 to TWE’s Annual Report on Form 10-K for the year ended December 31, 1993
and filed with the SEC on March 30, 1994 (File No. 1-12878)). .

Fifth Supplemental Indenture, dated as of December 28, 1994, among TWE, TWCI, certain of TWCI's
subsidiaries that are parties thereto and The Bank of New York, as Trustee (incorporated herein by

. reference to Exhibit 4.5 to TWE’s Annual Report on Form 10-K for the year ended December 31, 1994

and filed with the SEC on March 30, 1995 (File No. 1-12878)).

Sixth Supplemental Indenture, dated as of September 29, 1997, among TWE, TWCI, certain of TWCI’s
subsidiaries that are parties thereto and The Bank of New York, as Trustee (incorporated herein by
reference to Exhibit 4.7 to Historic TW Inc.’s. (“Historic TW™) Annual Report on Form 10-K for the year
ended December 31, 1997 and filed with the SEC on March 25, 1998 (File No. 1-12259) (the “Time
Warner 1997 Form 10-K™)). . :
Seventh Supplemental Indenture dated as of December-29, 1997, among TWE, TWCI, certain of TWCI’s
subsidiaries that are parties thereto and The Bank of New York, as Trustee (incorporated herein by
reference to Exhibit 4.8 to the Time Warner 1997 Form 10-K). ) 3

Eighth Supplemental Indenture dated as of December 9, 2003, among Historic TW, TWE, Warner
Communications Inc. (“WCI”), ATC, the Company and The Bank of New York, as Trustee (incorporated
herein by reference to Exhibit 4.10 to Time Wamer’s Annual Report on Form 10-K for the year ended
December 31, 2003 and filed with the SEC on March 15, 2004 (File No. 1-15062)).
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4.9

4.10
4.11

4.12

4.13

4.14

4.15

4.16

4.17

4.18
4.19
4.20

421

Description

Ninth Supplemental Indenture dated as of November 1, 2004, among Historic TW, TWE, Time Warner

. NY Cable Inc., WCI, ATC, the Company and The Bank of New York, as Trustee (incorporated herein by

reference to Exhibit 4.1 to the Time Warner Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004 (File No. 1-15062)).

Tenth Supplemental Indenture dated as of October 18, 2006, among Historic TW, TWE, TW NY Holding,
TWNY, the Company, WCI, ATC and the Bank of New York, as Trustee (incorporated herein by reference
to Exhibit 4.1 to Time Warner’s Current Report on Form 8-K dated October 18, 2006 (File No. 1-15062)).

Eleventh Supplemental Indenture dated as of November 2, 2006, among TWE, TW NY Holding, the
Company and the Bank of New York, as Trustee (incorporated herein by reference to Exhibit 99.1 to Time
Warner’s Current Report on Form 8-K dated November 2, 2006 (File No. 1-15062)).

$6.0 Billion Amended and Restated Five-Year Revolving Credit Agreement, dated as of December 9,
2003 and amended and restated as of February 15, 2006, among the Company as Borrower, the Lenders
from time to time party thereto, Bank of America, N.A., as Administrative Agent, Citibank, N.A. and
Deutsche Bank AG, New York Branch, as Co—Syndication Agents, and BNP Paribas and Wachovia Bank,
National Association, as Co-Documentation Agents, with associated Guarantees (incorporated herein by
reference to Exhibit 10.51 to Time Warner’s Annual Report on Form 10-K for the year ended
December 31, 2005 (File No. 1-15062) (the “Time Warner 2005 Form 10-K™)).

$4.0 Billion Five-Year Term Loan Credit Agreement, dated as of February 21, 2006, among the Company,
as Borrower, the Lenders from time to time party thereto, The Bank of Tokyo-Mitsubishi UFJ Ltd., New
York Branch, as Administrative Agent, The Royal Bank of Scotland plc and Sumitomo Mitsui Banking
Corporation, as Co-Syndication Agents, and Calyon New York Branch, HSBC Bank USA, N.A. and
Mizuho Corporate Bank, Ltd., as Co-Documentation Agents, with associated Guarantees (incorporated
herein by reference to Exhibit 10.52 to the Time Warner 2005 Form 10-K).

$4.0 Billion Three-Year Term Loan Credit Agreement, dated as of February 24, 2006, among the
Company, as Borrower, the Lenders from time to time party thereto, Wachovia Bank, National
Association, as Administrative Agent, ABN Amro Bank N.V. and Barclays Capital, as Co-
Syndication Agents, and Dresdner Bank AG New York and Grand Cayman Branches and The Bank
of Nova Scotia, as Co-Documentation Agents, with associated Guarantees (incorporated herein by
reference to Exhibit 10.53 to the Time Warner 2005 Form 10-K).

Amended and Restated Limited Liability Company Agreement of TW NY, dated as of July 28, 2006
(incorporated herein by reference to Exhibit 4.14 to the TWC February 13, 2007 8-K).

Indenture, dated as of April 9, 2007, among the Company, TW NY Holding, TWE and The Bank of New
York, as trustee (incorporated herein by reference to Exhibit 4.1 to the Company’s Current Report on
Form 8-K dated April 4, 2007 and filed with the SEC on April 9, 2007 (File No. 1-33335) (the “TWC
April 4, 2007 Form 8-K™)).

First Supplemental Indenture, dated as of April 9, 2007 (the “First Supplemental Indenture™), among the
Company, TW NY Holding, TWE and The Bank of New York, as trustee (incorporated herein by
reference to Exhibit 4.2 to the TWC April 4, 2007 Form 8-K). -

Form of 5.40% Exchange Notes Due 2012 (included as Exhibit A to the First Supplemental Indenture
incorporated herein by reference to Exhibit 4.2 to the TWC April 4, 2007 Form 8-K).

Form of 5.85% Exchange Notes Due 2017 (included as Exhibit B to the First Supplemental Indenture
incorporated herein by reference to Exhibit 4.2 to the TWC April 4, 2007 Form 8-K).

Form of 6.55% Exchange Debentures Due 2037 (included as Exhibit C to the First Supplemental
Indenture incorporated herein by reference to Exhibit 4.2 to the TWC April 4, 2007 Form 8-K).
Registration Rights Agreement, dated as of April 9, 2007, among the Company, TW NY Holding, TWE
and ABN AMRO Incorporated, Citigroup Global Markets Inc., Deutsche Bank Securities Inc. and
Wachovia Capital Markets, LLC on behalf of themselves and the other initial purchasers named therein

* (incorporated berein by reference to Exhibit 4.3 to the TWC April 4, 2007 Form 8-K).
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Exhibit
Number

10.1

10.2

10.3
10.4
105
10.6
10.7
10.8
10.9

10.10

10.11
10.12

10.13

Description

Restructuring Agreement, dated as of August 20, 2002, by and among TWE, AT&T Corp. ("AT&T™),
MediaOne of Colorado, Inc. (“MediaOne of Colorado”), MediaOne TWE Holdings, Inc. (“MOTH”),
Comcast, AT&T Comcast Corporation, Time Warner, TWI Cable Inc. (“TWI Cable”), WCI and ATC
(incorporated herein by reference to Exhibit 99.1 to Time Warner’s Current Report on Form 8-K dated
August 21, 2002 and.filed with the SEC on August 21, 2002 (File No. 1- 15062) (the *“Time Warner
August 21, 2002 Form 8-K")).

Amendment No. 1 to the Restructuring Agreement, dated as of March 31, 2003 by and among TWE,
Comcast of Georgia, the Company, Comcast Holdings Corporation, Comcast, Time Warner, TWI Cable,
WCI, ATC, Comcast Trust I, Comcast Trust II, and TWE Holdings IIT Trust (“Comcast Trust IIT)
(incorporated herein by reference to Exhibit 2.2 to Time Warner’s Current. Report on Form 8-K dated
March 28, 2003 and filed with the SEC on April 14, 2003 (File No. 1-15062) (the “Time deer March 28,
2003 Form 8-K™)).

Amended and Restated Contribution Agreement, dated as of March 31, 2003 by and among WCI Time
Warner and the Company (incorporated herein by reference to Exhibit 2.4 to the Time Wamer March 28,
2003 Form 8-K).

Amended and Restated Agreement of Limited Partnership of TWE, dated as of March 31,2003, by and
among the Company, Comcast Trust I, ATC, Comcast and Time Warner (incorporated herein by reference
to Exhibit 3.3 to the Time Warner March 28, 2003 Form 8-K). .

Contribution Agreement, dated as of September 9, 1994, among TWE, Advance Publications, Inc.
(“Advance Publications”), Newhouse Broadcasting Corporation (“Newhouse™), Advance/Newhouse
Partnership and Time Warner Entertainment-Advance/Newhouse Partnership (“TWE-A/N”)
(incorporated herein by reference to Exhibit 10(a) to TWE’s Current Report on Form 8-K dated
September 9, 1994 and filed with the SEC on September 21, 1994 (File No. 1-12878)).

Amended and Restated Transaction Agreement, dated as of October 27, 1997, among Advance
Publications, Advance/Newhouse Partnership, TWE, TW Holding Co. and TWE-A/N (incorporated
herein by reference to Exhibit 99(c) to Historic TW’s Current Report on Form 8-K dated October 27, 1997
and filed with the SEC on November 5, 1997 (File No. 1-12259)). :

Transaction Agreement No. 2, dated as of June 23, 1998, among Advance Publications, Newhouse,
Advance/Newhouse Partnership, TWE, Paragon Communications * (“Paragon”) and TWE-A/N
(incorporated herein by reference to Exhibit 10.38 to Historic TW’s Annual Report on Form 10-K for
the year ended December 31, 1998 and filed with the SEC on March 26, 1999 (File No. 1- 12259) (the
“Time Warner 1998 Form-10-K")).

Transaction Agreement No. 3, dated as of September 15, 1998, among Advance Publ1cat10ns N ewhouse,
Advance/Newhouse Partnership, TWE, Paragon and TWE-A/N (incorporated herein by reference to
Exhibit 10.39 to the Time Warner 1998 Form 10-K).

Amended and Restated Transaction Agreement No. 4, dated as of February 1, 2001, among Advance
Publications, Newhouse, Advance/Newhouse Partnership, TWE, Paragon and TWE-A/N (incorporated
herein by reference to Exhibit 10.53 to Time Warner’s Transition Report on Form 10-K for thé year ended
December 31, 2000 and filed with the SEC on March 27, 2001 (File No. 1-15062)).

Master Transaction Agreement, dated as of August 1, 2002, by and among TWE-A/N, TWE, Paragon and
Advance/Newhouse Partnership (incorporated herein by reference to Exhibit 10.1 to Time Warner’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2002 and filed with the SEC on. August 14,
2002 (File No. 1-15062) (the “Time Warner June 30, 2002 Form 10-Q")).

Agreement and Declaration of Trust, dated as of December 18, 2003, by and between Kansas City Cable
Partners and Wilmington Trust Company (incorporated herein by reference to Exhibit 10.6 to the TWC
February 13, 2007 8-K).

Reimbursement Agreement, dated as of March 31, 2003, by and among Time Warmner, WCI, ATC, TWE
and the Company (mcorporated herein by reference to Exhibit 10.7 to the Time Warner Ma.rch 28, 2003
Form 8-K).

Brand and Trade Name License Agreement dated as of March 31, 2003, by and between Time Warner and
the Company (incorporated herein by reference to Exhibit 10.10 to the Time Warner March 28 2003
Form 8-K).
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Exhibit
Number

10.14

10.15

10.16

10.17

10.18
10.19

10.20

10.21
1022

10.23

10.24
10.25

10.26
10.27
10.28*
10.29%
10.30
10.31*
10.32
10.33*

10.34

_ Description
Brand License Agreement, dated as of March 31, 2003, by and between Warner Bros. Entertainment Inc.
and the Company (incorporated herein by reference to Exhibit 10.8 to the Time Warner March 28, 2003
Form 8-K).

Tax Matters Agreement, dated as of March 31, 2003, by and between Time Warner and the Company
(incorporated herein by reference to Exhibit 10.9 to the Time Warner March 28, 2003 Form 8-K).

Amended and Restated Distribution Agreement, dated as of March 31, 2003, by and among WCI, Time

~ 'Warner and the Company (mcorporated herein by reference to: Exhibit 2.3 to the Time Wamer March 28,

2003 Form 8-K).

Intellectual Property Agreement, dated as of August 20, 2002, by and among TWE and WCI
(incorporated herein by reference to Exhibit 10.16 to Time Warner’s Quarterly Report on Form 10-Q
for the quarter ended September 30, 2002 and filed with the SEC on November 14, 2002 (File
No. 1-15062) (the “Time Warner September 30, 2002 Form 10-Q™)).

Amendment to the Intellectual Property Agreement, dated as of March 31, 2003, by and between TWE
and WCI (incorporated herein by reference to Exhibit 10.2 to the Time Warner March 28, 2003 Form 8-K).
Intellectual Property Agreement, dated as of August 20, 2002, by and between the Company and WCI
(incorporated herein by reference to Exhibit 10.18 to the Time Wamer September 30, 2002 Form 10-Q).
Amendment to the Intellectual Property Agreement, dated as of March 31, 2003, by and between the
Company and WCI (mcorporated herein by reference to Exh1b1t 10.4 to the Time Warner March 28, 2003
Form 8-K).

Shareholder Agreement dated as of April 20, 2005, . between Time Warner and the Company
(incorporated by reference to Exhibit 99.12 to the TW Adelphia APA April 27, 2005 Form 8-K).
Registration Rights Agreement, dated as of March 31, 2003, by and between Time Warner and the
Company (incorporated herein by reference to Exhibit 4.4 to the Time Warner March 28, 2003 Form 8-K).

Third Amended and Restated Partnership Agreement of TWE-A/N, dated as of December 31, 2002,

- among TWE, Paragon and Advance/Newhouse Partmership (incorporated  herein by reference to

Exhibit 99.1 to TWE’s Current Report on Form 8-K dated December 31, 2002 and filed with the
SEC on January 14, 2003 (File No. 1-12878) (the “TWE December 31, 2002 Form 8-K”)).

Consent and Agreement, dated as of December 31, 2002, among TWE-A/N, TWE, Paragon,
Advance/Newhouse Partnership, TWEAN Subsidiary LLC and JP Morgan Chase Bank (incorporated

‘herein by reference to Exhibit 99.2 to the TWE December 31, 2002 Form 8-K).

Pledge Agreement, dated December 31, 2002, among TWE-A/N, Advance/Newhouse Partnership,
TWEAN Subsidiary LLC and JP Morgan Chase Bank (mcorporated herein by reference to
Exhibit 99.3 to the TWE December 31, 2002 Form 8-K).

Employment Agreement, effective as of August 1, 2006, by and between the Company and Glenn A. Britt
(incorporated herein by reference to Exhibit 10.35 to the TWC February 13, 2007 8-K).

Letter Agreement, dated as of January 16, 2007, by and between the Company and Glenn A. Britt
(incorporated herein by reference to Exhibit 10.36 to the TWC February 13, 2007 8-K).

First Amendment, effective as of J anuary 1, 2008, to Employment Agreement between the Company and
Glenn A. Britt.

Employment Agreement effective as of February 1, 2008, by and between the Company and Landel C.
Hobbs.

Employment Agreement, effective as of August 15, 2005, by and between the Company and Robert D.
Marcus (incorporated herein by reference to Exhibit 10.38 to the TWC February 13, 2007 8-K).

First Amendment, effective as of January 1, 2008, to Employment Agreement between TW'E and Robert
D. Marcus.

Employment Agreement, dated as of June 1, 2000, by and between TWE. and Michael LaJoie
(incorporated herein by reference to Exhibit 10.41 to the TWC February 13, 2007 8-K).

First Amendment, dated December 22, 2005, to Employment Agreement between TWE and Michael
Laloie.

Employment Agreement, effective as of August 8, 2005, by and between the Company and John K.
Matrtin, Jr. (incorporated herein by reference to Exhibit 10.37 to the TWC February 13, 2007 8-K).




Exhibit
Number

10.35

10.36
10.37

10.38

10.39

10.40*
10.41*

1042

1043

10.44

10.45

21*
23*
3L.1*

31.2%

32t

Description
Memorandum Opinion and Order issued by the Federal Communications Commission, dated July 13,
2006 (the “Adelphia/Comcast Order”) (incorporated herein by reference to Exhibit 10.42 to the TWC
February 13, 2007 8-K). :
Erratum to the Adelphia/Comcast Order, dated July 27, 2006 (incorporated herein by reference to
Exhibit 10.43 to the TWC February 13, 2007 8-K). '
Time Warner Cable Inc. 2006 Stock Incentive Plan (incorporated herein by reference to Exhibit 10.45 to
the TWC February 13, 2007 8-K).
Time Warner Cable Inc. 2007 Annual Bonus Plan (incorporated herein by reference to Exhibit 10.45 to the
Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2006 (File No. 0-52471
(the “TWC 2006 Form 10-K”)). . R
Form of Non-Qualified Stock Option Agreement (incorporated herein by reference to Exhibit 10.45 to the
TWC 2006 Form 10-K).
Form of Restricted Stock Units Agreement, as amended through December 14, 2007.
Form of Restricted Stock Units Agreement for Non-Employee Directors, as amended through
December 14, 2007. ' :
Description of Director Compensation (incorporated herein by reference to the section titled “Director
Compensation” in the Company’s Proxy Statement dated April 16, 2007).

Master Distribution, Dissolution and Cooperation Agreement, dated as of January 1, 2007, by and among
Texas and Kansas City Cable Partners, L.P., TWE-A/N, Comcast TCP Holdings, Inc., TWE-A/N Texas

‘and Kansas City Cable Partners General Partner LLC, TCI Texas Cable Holdings LLC, TCI Texas Cable,

L1.C, Comeast TCP Holdings, Inc., Comcast TCP Holdings, LLC, KCCP Trust, Time Warner Cable
Information Services (Kansas), LLC, Time Warner Cable Information Services (Missouri), LLC, Time
Warner Information Services (Texas), L.P., Time Warner Cable/Comcast Kansas City Advertising, LLC,
TCP/Comcast Las Cruces Cable Advertising, LP, TCP Security Company LLC, TCP-Charter Cable
Advertising, LP, TCP/Conroe-Huntsyille Cable Advertising, LP, TKCCP/Cebridge Texas Cable
Advertising, LP, TWEAN-TCP Holdings LLC, and Houston TKCCP Holdings, LLC (incorporated
herein by reference to Exhibit 10.46 to the TWC February 13, 2007 8-K).

Purchase Agreement, dated April 4, 2007, among the Company, TW NY Holding, TWE and ABN AMRO
Incorporated, Citigroup Global Markets Inc., Deutsche Bank Securities Inc. and Wachovia Capital
Markets, LLC on behalf of themselves and the other initial purchasers named therein (incorporated herein
by reference to Exhibit 10.1 to the TWC April 4, 2007 Form 8-K). _

Letter Agreement, dated April 18, 2007, by and among Comcast Cable Communications Holdings, Inc.,
MOC Holdco I, LLC, TWE Holdings I Trust, Comcast of Louisiana/Mississippi/Texas, LLC, TWC,
TWE, Comcast Corporation, Time Warner and TW NY, relating to certain TWE administrative matters in
connection with the redemption of Comcast’s interest in TWE (incorporated herein by reference to
Exhibit 10.3 to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31,2007 (File
No. 1-33335)). ’ - ' B

Subsidiaries of the Company.

Consent of Ernst & Young LLP.

Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,

*'with respect to the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2007.

Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,

- with respect to the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2007.

Certification of Principal Executive Officer and Principal Financial Officer pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, with respect to the Company’s Annual Report on Form 10-K for the fiscal
year ended December 31, 2007. '

* Filed herewith.

+ This certification will not be deemed “filed” for purposes of Section 18 of the Exchange Act (15 U.S.C. 78r), ox otherwise subject to the
liability of that section. Such certification will not be deemed to be incorporated by reference into any filing under the Securities Act or
Exchange Act, except to the extent that the Registrant specifically incorporates it by reference.
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the Company’s Class A common stock
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This chart compares the performance of
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index and a peer group index (the "Peer
Group Index") by measuring the changes
in common stock prices from March 1,
2007, the first day the Class A common
stock traded on the New York Stock
Exchange, through December 31, 2007,
Pursuant to the SEC’s rules, the Company
created a peer group index with which to
compare its own stock performance since
a relevant published industry or line-of-
business index does not exist. The com-
mon stocks of the following companies
have been included in the Peer Group
Index: Cablevision Systems Corporation
(Class A), Comcast Corporation (Class A),
The DirecTV Group Inc. and DISH
Network Corporation (formerly named
EchoStar Communications Corporation).
The chart assumes $100 was invested on
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$140

—&— Time Wamer Cable Inc.

—#— S5&P 500 Index -
$120 - —a— Peer Group Index

$100

$60 T . —
317 33107 6/30/07 9430007 12/31/07
(in dollars)
3/1/07 © 3/31/07  6/30/07  9/30/07  12/31/07
Time Warner Cable Inc. $100 $96.25 $10062 §$84.25 $70.90
S&P 500 index 100 101.38 107.74 109.93 106.27
Peer Group index 100 101.48 108.05 . 99.63 79.97




TIME WARNER

CABLE

WWW. TIMEWARNERCABLE.COM

NYSE: TWC




EXHIBIT 6
TECHNICAL AND MANAGERIAL ABILITY

Through arrangements with its affiliate Time Warner Cable Inc., TWCIS will have
sufficient managerial and technical capability to ensure that TWCIS can provide the services in
the area for which it seeks certification. The management teams at Time Warner Cable Inc.,
based in Stamford, Connecticut; New York, New York; and Columbia, South Carolina, include
individuals with extensive experience in successfully developing and operating communications
businesses, including local telephone businesses. Moreover, Time Warner Cable Inc. possesses
the internal managerial resources to support its South Carolina operations. Their expertise in
telecommunications makes the Time Warner Cable management team well-qualified to construct
and operate facilities on behalf of TWCIS. In addition, the officers and management of Time
Warner Cable also have the technical expertise, developed through designing, constructing, and
operating telecommunications networks, to provide the proposed services. Further information
concerning Directors and Officers of Time Warner Cable Inc., the parent of TWCIS, can be
found beginning at page 40 of the attached 10K. TWCIS will also continue to rely on the
following individuals for technical and management support in providing services.

Julie Laine

Julie Laine was recently promoted to Group Vice President, Regulatory in Stamford,
Connecticut. She is responsible for legal and regulatory matters relating to Time Warner Cable’s
video, voice and data services. She formerly was Vice President & Chief Counsel, Telephony.
Ms. Laine joined Time Wamer Cable in 2002 from IP telephony company Net2Phone, Inc.
where she was Associate General Counsel. She previously served as an Attorney Advisor in the
Policy Division of the Federal Communications Commission’s Common Carrier Bureau where
she worked on issues relating to local telephone competition, broadband deployment and
telecommunications mergers. Before that she practiced law in Washington, D.C. Ms. Laine
began her law career as a law clerk in the U.S. District Court for the District of New Jersey and
later served as an Adjunct Professor at the Seton Hall Law School. She received her
undergraduate degree from the University of Pennsylvania and her law degree from the Collect
of William & Mary. Ms.Laine is a recent graduate of the Betsy Magness Leadership Institute,
Women in Cable Telecommunications’ flagship executive development program that provides

intensive, yearlong training for senior-level women ready to take on significant leadership
responsibilities.

Charlene Keys

Charlene Keys was recently promoted to Vice President and General Manager of Time Warner
Cable’s Columbia and Hilton Head Markets where she oversees business operations,
construction, construction, technical operations, quality assurance, and service delivery for the
company’s Voice, Video, and Data lines of business. Keys joined Time Warner Cable as Vice
President and General Manager of Voice in 2004 responsible for leading the launch and
management of the division’s residential voice service. Prior employment history includes senior
management positions at KMC Telecom, MCI WorldCom Inc., Ameritech, Inc., Sprint



Corporation, and Civature Consulting. While serving as General Manager, Network Operations
at Ameritech Corporation in Chicago, Ms. Keys was selected and successfully completed an
executive exchange program with Deutche Telecom in Bonn and Berlin, Germany. Ms. Keys is
a recent graduate of the Betsy Magness Leadership Institute, Women in Cable
Telecommunications’ flagship executive development program that provides intensive, yearlong
training for senior-level women ready to take on significant leadership responsibilities. The
curriculum features an inaugural session at the world-renowned Center for Creative Leadership
and strategy meetings with top industry leaders. Ms. Keys’ is an Executive Board member of
Midlands Technical College Foundation Board, and the Columbia Chamber of Commerce. She
is a Board Member of the Columbia Urban League and the Carolinas Chapter of Women in
Cable Telecommunications. Ms. Keys has been recognized as one of the Top 100 Most
Influential Minorities in Cable, and was selected as a Patrick L. Mellon Mentor by the National
Association for Multi-Ethnicity in Communications. Ms. Keys eamed a MBA from Mercer
University in Atlanta, and a B.S. from the University of the State of New York in Albany.



Public Service Commission of South Carolina
Tariff Summary Sheet as of June 16, 2008

Time Warner Cable Information Services (South Carolina) LLC
Tariff Service: Local

This document is the complete version of the tariff on file and contains the following approved revisions. Detailed information is
available for each revision on the Commission’s E Tariff website (http://etariff.psc.sc.gov).

Revision Date Filed Effective Date # of Pages
£2008-118 ‘ 6/6/08 | 6/16/08 | 6

Summary: This filing adds Trial Services, High Capacity Transmission Services, Individual Case Basis {ICB Charges and revises and clarifies text
under Service Connection and Related Charges.

E2008-68 l 4/7/08 | 4/20/08 [ 10

Summary: Adds Toll Free Service for Business Class customers and two new Business Class Phone Service plans - BCP Unlimited Local Service
and BCP Unlimited South Carolina Service.

E2008-53 3/26/08 4/1/08 5

Summary: Adds new Directory Listing Services rates for the Clover, Lake Wylie, Lake Wylie West and York rate centers,

E2007-197 11/19/07 11/27/07 3

Summary: Revision to grandfather Nonlisted and Nonpublished Services, add Private Listing and revise operator services rates.

E2007-120 8/10/07 8/29/07 30

Summary: Revision to introduce Business Class Phone Serivee, additional Custom Calling Features, revise Residantial Directory Assistance,

Directory Assistance with Call Completion, Operator Services and Directory Listing rates and make several textual clarifications and Section
number and heading changes.

E2007-95 7/16/07 7/23/07 2

Summary: Letter and Tariff No, 1 applicable to packaged and local interexchange IP voice services of TWCIS




Time Warner Cable Information Services (South Carolina), LLC Page 1

d/b/a Time Wamer Cable of South Carolina Original

TITLE SHEET

SOUTH CAROLINA TARIFF NO. 1
APPLICABLE TO
PACKAGED LOCAL AND INTEREXCHANGE
IP VOICE SERVICES OF
TIME WARNER CABLE INFORMATION SERVICES (SOUTH CAROLINA), LLC

This tariff contains the descriptions, regulations, and rates applicable to the furnishing of services and
facilities for Internet Protocol voice services provided by Time Warner Cable Information Services
(South Carolina), LLC with principal offices at 290 Harbor Drive, Stamford, CT 06902. This tariff
applies for services furnished within the State of South Carolina. This tariff is on file with the Public
Service Commission of South Carolina and copies may be inspected, during normal business hours, at the
Company’s principal place of business

Issued: May 24, 2004 Effective: May 24, 2004
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julie Laine@twcable.com




Time Warner Cable Information Services (South Carolina), LLC Page 2
d/b/a Time Warner Cable of South Carolina 7" Revised

CHECK SHEET

The sheets listed below, which are inclusive of this tariff, are effective as of the date shown at the bottom
of the respective sheet(s). Original and revised sheets as named below comprise all changes from the
original tariff and are currently in effect as of the date on the bottom of this page.

SHEET REVISION SHEET REVISION

1 Original 33.1 Original

2 7" Revised * 34 2" Revised

3 Original 35 2" Revised

4 2™ Revised * 35.1 1% Revised

5 Original - 35.2 1% Revised

6 Original 353 1% Rev’s

7 Original 35.4 Original

8 Original 355 Original

9 Revised 7/13/07 35.6 1** Revised

10 Original 35.6.1 Original

11 Original 35.7 Original

12 1st Revised 35.8 Original

13 Original 35.9 Original

14 2™ Revised 35.10 Original

15 Original 36 Original

16 Ornginal 37 Ist Revised

17 Original 38 2™ Revised

18 Original 38.1 Original *
19 Original 39 2" Revised *
20 Original 40 2" Revised
21 Original 40.1 1* Revised

22 Original 40.2 1* Revised

23 Original 40.3 1% Revised

24 Original 40.4 Original

25 Original 40.5 Original

26 Original 41 1st Revised

27 Original 42 2" Revised

28 Original 43 3" Revised

29 Revised 7/13/07 44 3" Revised

30 Original 44.1 1" Revised

31 3" Revised 45 1st Revised

32 2" Revised 46 2" Revised *
33 Original

Issued: June 6, 2008 Effective: June 13, 2008
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamnford, Connecticut 06902
(203) 328-0671
Julie. Laine@twcable.com SCL0804




Time Warner Cable Information Services (South Carolina), LLC
d/b/a Time Wamer Cable of South Carolina

Page 3
Qriginal
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SYMBOLS SHEET

The following symbols shall be used in this tariff for the purpose indicated below:

C ~— To Signify a Change in Rate Schedule or Term or Condition
D — To Signify a Discontinued Rate or Term or Condition
I — To Signify an Increased Rate

M - To Signify Text Moved from Another Tariff Location; But No Change in Rate or Term
or Condition

N - To Signify a New Rate or Term or Condition

R — To Signify a Reduced Rate

T To Signify a Change in Text or Regulation; But No Change in Rate or Term or Condition
Check Sheets — When a tariff filing is made with the Commission, an update check sheet accompanies the
tariff filing,

Sheet Numbering and Revision Levels — Sheet numbers appear in the upper right corner of the page.
Sheets are numbered sequentially. However, new sheets are occasionally added to the tariff. When a new
sheet is added between sheets already in effect, a decimal is added. For example, a new sheet added
between existing sheets 14 and 15 would be 14.1. Revision levels also appear in the upper right comer of
each page. These levels are used to determine the most current sheet version on file with the
Commission. For example, the 4th Revised Sheet 14 cancels the 3rd revised Sheet 14.

Issued: May 24, 2004 Effective: May 24, 2004
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julic Laine@twcable.com



Time Warner Cable Information Services (South Carolina), LLC Page 6
d/b/a Time Warner Cable of South Carolina Original

TARIFF FORMAT

A. Sheet Numbering — Sheet numbers appear in the upper right corner of the page. Sheets are numbered
sequentially. However, new sheets are occasionally added to the tariff. When a new sheet is added
between sheets already in effect, a decimal is added. For example, a new sheet added between sheets
14 and 15 would be 14.1.

B. Sheet Revision Numbers — Revision numbers also appear in the upper right corner of each page.
These numbers are used to determine the most current sheet version on file with the Commission.
For example, the 4th revised Sheet 14 cancels the 3rd revised Sheet 14. Because of various
suspension periods, deferrals, etc. that the Commission follows in their tariff approval process, the
most current sheet number on file with the Commission is not always the tariff page in effect. Consult
the Check Sheet for the sheet currently in effect.

C. Paragraph Numbering Sequence — There are nine levels of paragraph coding. Each level of coding
is subservient to its next higher level:
2.
2.1.
2.1.1.
2.1.1.A.
2.1.1.A.1,
2.1.1.A.1.(a).
21.1.AL(a).L
2.1.1.A.1.(2).L.(i).
2.1.1.A.1.(a).1.().(1).

D. Check Sheets — When a tariff filing is made with the Commission, an updated check sheet
accompanies the tariff filing, The check sheet lists the sheets contained in the tariff, with a cross
reference to the current revision number. When new pages are added, the check sheet is changed to
reflect the revision. All revisions made in a given filing are designated by the symbols given on the
symbols sheet. There will be no other symbols used on this page if these are the only changes made to it
(i.e., the format, etc. remains the same, just revised revision levels on some pages). The tariff user should
refer to the latest check sheet to find out if a particular sheet is the most current on file with the
Commission.
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NOTICE CONCERNING ALL TERMS AND CONDITIONS AND RATES

The Public Service Commission of South Carolina (“Commission” or “SCPSC”) requires that each
telephone company’s Terms and Conditions comply with and not conflict with regulations and
requirements of South Carolina Statutes, S.C. Code Sections 58-9-10 et seq. and the regulations found in
South Carolina Code Binder 26, Chapter 103, Article 6. Any provision in these Terms and Conditions or
rate schedules that conflicts with a South Carolina statute or SCPSC rule is inapplicable and will not be
enforceable. The following regulations apply to telephone utilities and contain provisions that affect
matters that commonly appear in telephone utility Terms and Conditions:

Subarticle 1 — General

Subarticle2 - Records and Reports including Complaints, Accidents, Interruption of
Service, and Service Reports

Subarticle3 - Customer Relations including Standards for Customer Deposits, Billing,
Denial or Discontinuance of Service, Directories and Termination of Service

Subarticle4  — Engineering

Subarticle 5 — Inspection and Tests

Subarticle 6 — Standards and Quality of Service

Subarticle 7 -  Safety

Subarticle 8 — Telecommunication Relay Service Advisory Committee
Issued: May 24, 2004 Effective: May 24, 2004
Issued By: Julie Patterson Laine
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NOTICE CONCERNING ALL TERMS AND CONDITIONS AND RATES

In addition, the following provisions are part of this Company’s Terms and Conditions:

1.

FOR LOCAL EXCHANGE SERVICE:

Emergency Telephone Number and Enhanced 911 Systems —911/ E911 — Surcharge. An
Enhanced Universal Emergency Number Service (E911) A 911 or enhanced 911
surcharge applies per month to each residence and business access line, including PBX
trunks, Centrex access lines, semipublic coin lines, and public access lines, in addition to
the monthly rates for these lines specified elsewhere in these schedules. S.C. Code
Section 234740 authorizes local governments to adopt ordinances to impose the
monthly 911 charges. S.C. Code Section 23-47-50 lists the maximum 911 charges that
subscribers may be billed,

FOR BOTH LOCAL AND INTEREXCHANGE SERVICES:
Any provisions in these Terms and Conditions that limit liability or damages do not apply

to the extent they conflict with the regulations found in South Carolina Code Binder 26,
Chapter 103, Article 6, 26 S.C. Regs. 103-600 et seq.

This Company agrees that it is responsible for complying with all applicable rules, regulations, and orders
of the Public Service Commission of South Carolina and with the South Carolina Code. It understands
that if it applies or enforces any provision of these Terms and Conditions that is in conflict with a rule,
regulation or order of the SCPSC or the South Carolina Code, the rule, regulation, order or statute will

govern.
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SERVICE OFFERING SUMMARY

Service, features and functions will be provided where Company facilities, including, but not limited to, D
billing and technical capabilities, are available,
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SECTION 1 - TECHENICAL TERMS AND ABBREVIATIONS
1.1 Explanation of Abbreviations and Acronyms
Commission or SCPSC — Public Service Commission of South Carolina
IXC - Interexchange _Ca.rrier
ICO — Independent Company
ICE — Independent Company Exchange
LATA — Local Access and Transport Area
LEC — Local Exchange Company
MTS — Message Telecommunication Service
NPA — Numbering Plan Area
PIC — Primary Interexchange Carrier
TDD — Telephone Device for the Deaf

TRS —~ Telecommunications Relay Service

Issued: May 24, 2004 Effective: May 24, 2004
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SECTION 1 - TECHNICAL TERMS AND ABBREVIATIONS
1.2 Definition of Terms
Commission (SCPSC) — The Public Service-Commission of South Carolina
Company — Refers to Time Wamer Cable Information Services (South Carolina), LLC.

Completed — A call which the Company’s network has determined has been answered by a person,
answering machine, fax machine, computer modem device, or other mechanical answering device.

Customer — The person, firm, corporation, or other entity which orders Service and is responsible for
payment of charges due and compliance with the Company’s tariff regulations. This term also includes a
person who was a Customer of the Company within the past 30 days and who requests Service at the
same or different location.

Customer-Provided Equipment (CPE) — Equipment provided by the Customer for use with the
Company’s Services., CPE can include a station set, facsimile machine, key system, PBX, or other
communication system.

End User — Any Customer that is not a carrier, except that a carrier (other than a telephone company)
shall be deemed to be an “End User” when such carrier uses the Company’s Service for administrative

purposes.

IP Voice Service — The provision to the Customer of access to the Company’s Internet Protocol voice
network and the public switched telephone network for the purpose of sending and receiving calls. This
access is achieved through the use of Time Warner Cable’s facilities.

Message — A completed telephone call.

Nonrecurring Charge — A one-time charge made under certain conditions to recover all or a portion of the
cost of installing facilities or providing Service,

Recurring Charge — The monthly charge to the Customer for Services, facilities and equipment, which
continue for the agreed upon duration of the Service.

Issued: May 24, 2004 Effective: May 24, 2004
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SECTION 1-TECHNICAL TERMS AND ABBREVIATIONS
1.2 Definition of Terms (cont’d)
Service — Any IP Voice Service(s) provided by the Company under this tariff.
Termination of Service — Discontinuance of both incoming and outgoing Service.

User — A Customer, or any other person authorized by a Customer to use Service provided under
this tariff.

Voice Line - A network path capable of transmitting signals within the range of the service (T)
offering, e.g., a Voiceband transmission path is capable of transmitting voice frequencies within

the approximate range of 300 to 3000 Hz. A transmission path is comprised of physical or
derived channels consisting of any form or configuration of facilities typically used in the
communications industry.

Issued: August 13, 2007 Effective: August 18, 2007
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julie.Laine@twcable.com SC{0701




Time Warner Cable Information Services (South Carolina), LLC : Page 13
d/b/a Time Warner Cable of South Carolina Original

SECTION 2 —RULES AND REGULATIONS

2.1 Undertaking of the Company
2.1.1  Application of Tariff

A.

This tariff sets forth terms and conditions applicable to the furnishing of the IP Voice Service
defined herein offered by the Company within the State of South Carolina. IP Voice Service
is furnished for the use of End Users in placing and receiving calls within the State of South
Carolina.

When Services and facilities are provided in part by the Company and in part by other
companies, the regulations of the Company apply only to that portion of the service or
facilities furnished by it. '

When Services and facilities provided by the Company are used to obtain access to the
regulated or unregulated services provided by another company, or are used by another
company as part of the regulated or unregulated services offered by that company, the
regulations of the Company apply only to the use of the Company’s Services and facilities.

This tariff applies only for the use of the Company’s Services within the State of South
Carolina. This includes the use of the Company’s network to complete an end-to-end call
within the State of South Carolina and to obtain access to the intrastate and interstate Toll -
Call services offered by the Company.

The provision of IP Voice Service defined herein is subject to regulations specified in this
tariff and may be revised, added to, or supplemented by superseding issues.
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2.1

SECTION 2 - RULES AND REGULATIONS

Undertaking of the Company (cont’d)

2.1.2

2.1.3

Shortage of Equipment or Facilities

The furnishing of Service under this tariff is subject to the availability on a continuing
basis of all the necessary facilities and technical capabilities and is limited to the capacity
of the Company’s facilities as well as facilities the Company may obtain from carriers to
furnish Service from time to time as required at the sole discretion of the Company.

Terms and Conditions

A. TP Voice Service is dependent upon electrical power and, even with a Customer
premises back up power source, if the electrical provider and/or Company’s cable
network or facilities are not operating, the IP Voice Service, including the ability to
access emergency 911 services, may not be available. The Company accepts no
responsibility for Service outages due to the non-availability at the Customer’s
premises of electrical power,

B. Service is provided on the basis of a minimum period of at least one month, 24 hours
per day. For the purpose of computing charges in this tariff, a month is considered to
have 30 days.

C. Customers may be required to enter into written service orders which shall contain or
reference a specific description of the service ordered, the rates to be charged, the
duration of the services, and the terms and conditions in this tariff. Customers will
also be required to execute any other documents as may be reasonably requested by
the Company.

Issued: August 13, 2007 Effective: August 18, 2007
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SECTION 2 — RULES AND REGULATIONS
21 Undertaking of the Company (cont’d)
2.1.3 Terms and Conditions (cont’d)
D. In any action between the parties to enforce any provision of this tariff, the prevailing party
shall be. entitled to recover its legal fees and court costs from the non-prevailing party in
addition to other relief a court may award.

E. Service may be terminated to the Customer pursuant to 26 S.C. Regs. 103-625.

F.  This tariff shall be interpreted and governed by the laws of the State of South Carolina
without regard for its choice of laws provision.

G. Application for Service, billing, payment, deposit, disconnection, dispute resolution and other
credit and collect procedures are governed by Chapter 103, Article 6, Subarticle 3 of the
Regulations of the SCPSC or any successor provisions.

22 Limitations

2.2.1 Indemnification

A. The Company shall not be liable for any claims for loss or damages involving:

1. Any act or omission of: (a) the Customer, (b) any other entity fumishing service,

equipment or facilities for use in conjunction with Services or facilities provided by the
Company, or (c) common carriers or warchousemen;

Issued: May 24, 2004 Effective: May 24, 2004
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SECTION 2 —RULES AND REGULATIONS

2.2 Limitations (cont’d)

221

Indemnification (cont’d)

A. (cont’d)

2. Any delay or failure of performance or equipment due to causes beyond the Company’s

control, including, but not limited to, acts of God, fires, floods, earthquakes, hurricanes,
or other natural catastrophes; national emergencies, insurrections, riots, wars or other
civil commotions; strikes, lockouts, work stoppages or other labor difficulties; criminal
actions taken against the Company; unavailability, failure or malfunction of equipment or
facilities provided by the Customer or third parties; and any law, order, regulation or
other action of any goveming authority or agency thereof;

Any unlawful or unauthorized use of the Company’s facilities and Services;

Libel, slander, invasion of privacy or infringement of patents, trade secrets, or copyrights
arising from or in connection with the transmission of communications by means of
Company-provided facilities or Services, or by means of the combination of Company-
provided facilities or Services with Customer-provided facilities or services;

Breach in the privacy or security of communications transmitted over the Company’s
facilities;

Changes in any of the facilities, operations or procedures of the Company that render any
equipment, facilities or services provided by the Customer obsolete, or require
modification or alteration of such equipment, facilities or services, or otherwise affect
their use or performance, except where reasonable notice is required by the Company and
is not provided to the Customer, in which event the Company’s liability is limited as set
forth in this Section 2.2;
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SECTION 2 —~ RULES AND REGULATIONS

2.2 Limitations (cont’d

221

Indemnification (cont’d)

A. (cont’d)

7.

10,

11.

12.

Defacement of or damage to Customer premises resulting from the furnishing of Services
or equipment on such premises or the installation or removal thereof;

Injury to property or injury or death to persons, including claims for payments made
under Workers’ Compensation law or under any plan for employee disability or death
benefits, arising out of, or caused by, any act or omission of the Customer, or the
construction, installation, maintenance, presence, use or removal of the Customer’s
facilities or equipment connected, or to be connected, to the Company’s facilities;

Any intentional, wrongful act of a Company employee when such act is not within the
scope of the employee’s responsibilities for the Company and/or is not authorized by the
Company;

Any representations made by Company employees that do not comport, or that are
inconsistent, with the provisions of this tariff;

Any act, omission or network condition resulting in the non-availability of 911, E911, or
similar services for any reason including, without limitation and by way of example only,
due to any failure of the Company’s system, interruption of Time Warner Cable cable
modem service or interruption of electric service to Customer’s premises (1P Voice
Service is not supported by an in-home back-up power source);

Any non-completion of calls due to network busy conditions or network failures;
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SECTION 2 — RULES AND REGULATIONS

2.2 Limitations (cont’d)

2.2.1 Indemnification (cont’d)

A,

(cont’d)

13, Any calls not actually attempted to be completed during any period that
Service is unavailable;

14. Blockages by other providers of services on the public switched network.

The Company shall be indemnified, defended and held harmless by the Customer
or End User from and against any and all claims, loss, demands, suits, expense,
or other action or any liability whatsoever, including attorney fees, whether
suffered, made, insinuated, or asserted by the Customer or by any other party, for
any personal injury to or death of any person or persons, and for any loss,
damage or destruction of any property, including environmental contamination,
whether owned by the Customer or by any other party, caused or claimed to have
been caused directly or indirectly by the installation, operation, failure to operate,
maintenance, presence, condition, location, use, or removal of any Company or
Customer equipment or facilities or Service provided by the Company.

The Company does not guarantee nor make any warranty with respect to
installations provided by it for use in an explosive atmosphere.

The Company assumes no responsibility for the availability or performance of
any cable or satellite systems or related facilities under the control of other
entities, whether or not affiliated with the Company, or for other facilities
provided by other entities used for Service to the Customer, even if the Company
has acted as the Customer’s agent in arranging for such facilities or services.
Such facilities are provided subject to such degree of protection or non-
preemptibility as may be provided by the other entities
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SECTION 2 — RULES AND REGULATIONS

2.2 Limitations (cont’d)

221 Indemnification (cont’d)

E.

Except as otherwise stated in this tariff, any claim of whatever nature against the
Company shall be deemed conclusively to have been waived unless presented in
writing to the Company within thirty (30) days after the date of the occurrence
that gave rise to the claim.

The Company is not liable for any errors and omissions in local directories. In
cases where a specific charge has been made for a directory listing, the Company
shall not be liable for any such error or omission beyond the amount of such
charge.

The Company makes no warranties or representations, express or implied either
in fact or by operation of law, statutory or otherwise, including warranties of
merchantability or fitness for a particular use, except those expressly set forth
herein.

The Company will not be liable for any charge incurred when any long distance
(Toll Call) carrier or alternative operator service provider accepts third-number
billed or collect calls.

Any provisions that limit liability for damages do not apply to the extent they
conflict with Chapter 103, Article 6, of the regulations of the SCPSC.
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SECTION 2 —RULES AND REGULATIONS

23 Liability of the Company

2.3.1 General

A. Except as otherwise stated in this tariff, liability of the Company for damages
arising out of either (1) the furnishing of its Services, including, but not limited
to, mistakes, omissions, interruptions, delays, or errors, or other defects,

. representations, or use of these Services, or (2) the failure to furnish its Service,
whether caused by acts or omission, shall be limited to the extension of
allowances to the Customer for interruptions in Service as set forth in Section
2.7, following,

B. Except for the extension of allowances to the Customer for interruptions in
Service as set forth in Section 2.7, following, the Company shall not be liable to a
Customer or third party for any direct, indirect, special, incidental, reliance,
consequential, exemplary or punitive damages, including, but not limited to, loss
of revenue or profits, for any reason whatsoever, including, but not limited to,
any act or omission, failure to perform, delay, interruption, failure to provide any
Service, including the inability to access emergency 911 services during any such
failure, or any failure in or breakdown of facilities associated with the Service.

C. The liability of the Company for errors in billing that result in overpayment by
the Customer shall be limited to a credit equal to the dollar amount erroneously
billed or, in the event that payment has been made and Service has been
discontinued, to a refund of the amount erroneously billed
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24

SECTION 2 — RULES AND REGULATIONS

Service Availability

24.1

24.2

Notification of Service-Affecting Activities

The Company will provide the Customer reasonable notification of Service-affecting
activities that may occur in normal operation of its business. Such activities may include,
but are not limited to, equipment or facilities additions, removals or rearrangements and
routine preventative maintenance. Generally, such activities are not specific to an
individual Customer but affect many Customers’ Services. No specific advance
notification period is applicable to all Service activities. The Company will work
cooperatively with the Customer to determine the reasonable notification requirements.
With some emergency or unplanned Service-affecting conditions, such as an outage
resulting from a loss of power or cable damage, notification to the Customer may not be
possible.

Provision of Equipment and Facilities

A. The Company shall use reasonable efforts to make available Services to a Customer
on or before a particular date, subject to the provisions of and compliance by the
Customer with the regulations contained in this tariff. The Company does not
guarantee availability by any such date and shall not be liable for any delays in
commengcing Service to any Customer.

B. The Company shall use reasonable efforts to maintain only the facilities and
equipment that it furnishes to the Customer. The Customer may not, nor may the
Customer permit others to, rearrange, disconnect, remove, attempt to repair, or
otherwise interfere with any of the facilities or equipment installed by the Company,
except upon the written consent of the Company.

C. The Company may substitute, change or rearrange any equipment or facility at any
time and from time to time, but shall not thereby alter the technical parameters of the
Service provided to the Customer.

D. Equipment the Company provides or installs at the Customer’s premises for use in
connection with the Services the Company offers shall not be used for any purpose
other than that for which the Company provided it.
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SECTION 2 - RULES AND REGULATIONS

24 Service Availability (cont’d)

24.2 Provision of Equipment and Facilities (cont’d)

E. The Customer shall be responsible for the payment of Service charges as set forth
herein for visits by the Company’s agents or employees to the premises of the
Customer or User when the Service difficulty or trouble reported results from the use
of equipment or facilities provided by any party other than the Company, including,
but not limited to, the Customer or User.

F. The Company shall not be responsible for the installation, operation, or maintenance

of any Customer- or User-provided communications equipment. Where such

. equipment is connected to the facilities furnished pursuant to this tariff, the

responsibility of the Company shall be limited to the furnishing of facilities offered

under this tariff and to the maintenance and operation of such facilities. Subject to
this responsibility, the Company shall not be responsible for:

1. the transmission of signals by Customer-Provided Equipment or for the quality
of, or defects in, such transmission; or

2. the reception of signals by Customer-Provided Equipment.
2.43 Ownership of Facilities

Title to all facilities provided in accordance with this tariff remains in the Company, its
affiliates, agents or contractors.

Issued: May 24, 2004 Effective: May 24, 2004
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LL.C
290 Harbor Drive

Stamford, Connecticut 06902
{(203) 328-0671
Julie.Lainc@twcable.com




Time Warner Cable Information Services (South Carolina), LLC Page 23
d/b/a Time Warner Cable of South Carolina Original

SECTION 2 - RULES AND REGULATIONS

2.5 Obligations of the Customer

251

General

A. The Customer shall be responsible for:

1.

2.

the payment of all applicable charges pursuant to this tariff;

damage to or loss of the Company’s facilities or equipment caused by the acts or
omissions of the Customer or of any User, or by the noncompliance by the Customer
or any User with these regulations, or by fire or theft or other casualty on the
Customer’s or any User’s premises, unless caused by the negligence or willful
misconduct of the employees or agents of the Company;

obtaining, maintaining, and otherwise having full responsibility for all rights-of-way
and conduit necessary for installation of lines, facilities and associated equipment
used to provide IP Voice Service to the Customer from the Customer’s property line
to the location of the equipment space described above. Any and all costs associated
with obtaining and maintaining the rights-of-way described herein, including the
costs of altering the structure to permit installation of Company-provided facilities,
shall be bome entirely by, or may be charged by the Company to, the Customer. The
Company may require the Customer to demonstrate its compliance with this Section
prior to accepting an order for Service,

not creating or allowing to be placed any liens or other encumbrances on the
Company’s equipment or facilities; and

making the Company’s facilities and equipment available periodically for
maintenance purposes at a time agreeable to both the Company and the Customer.
No allowance will be made for the period during which Service is interrupted for
such purposes.
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SECTION 2 - RULES AND REGULATIONS

2.5 Obligations of the Customer (cont’d)

2.5.2 Prohibited Activities and Uses

A, The Services the Company offers shall not be used for any unlawful purpose or
for any use as to which the Customer or User has not obtained all required
-~ governmental approvals, authorizations, licenses, consents and permits.

B. ‘The Company may require a Customer or User immediately to shut down its
transmission of signals if said transmission is causing interference to others.

C. A Customer or User may not assign, or transfer in any manner, the Service or any
rights associated with the Service without the written consent of the Company.
‘The Company will permit a Customer to transfer its existing Service to another
entity if the existing Customer has paid all charges owed to the Company for
Services provided pursuant to this tariff. Such a transfer will be treated as a
disconnection of existing Service and installation of new Service.

2,53 Claims

With respect to any Service or facility provided by the Company, the Customer shall
indemnify, defend and hold harmless the Company from and against all claims, actions,
damages, liabilities, costs and expenses, including reasonable attorneys’ fees for:

A. any loss, destruction or damage to property of the Company or any third party, or
the death or injury to persons, including, but not limited to, employees or invitees
of either party, to the extent caused by or resulting from the negligent or
intentional act or omission of the Customer or User or either of their employees,
agents, representatives or invitees; or

B. any claim of any nature whatsoever brought by a User with respect to any matter
for which the Company would not be directly liable to the Customer under the
terms of this tariff.
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SECTION 2 — RULES AND REGULATIONS

2.6 Customer Equipment and Channels

2.6.1

2.6.2

General

A User may transmit or receive information or signals via the facilities of the Company.
A User may transmit any form of signal that is compatible with the Company’s
equipment, but, except as otherwise specifically stated in this tariff, the Company does
not guarantee that its Services will be suitable for purposes other than those described
herein.

Station Equipment

Terminal equipment on the User’s premises and the electric power consumed by such
equipment shall be provided by and maintained at the expense of the User. The User is
responsible for the provision of wiring or cable to connect its terminal equipment to the
Company’s point of connection.

The Customer is responsible for ensuring that Customer-Provided Equipment connected
to the Company equipment and facilities is compatible with such equipment and
facilities. All such Customer-Provided Equipment shall be registered by the Federal
Communications Commission pursuant to Part 68 of Title 47, Code of Federal
Regulations; and all User-provided wiring shall be installed and maintained in
compliance with those regulations. The magnitude and character of the voltages and
currents impressed on Company-provided equipment and wiring by the connection,
operation or maintenance of such equipment and wiring shall be such as not to cause
damage to Company-provided equipment and wiring or injury to the Company’s
employees or to other persons. Any additional protective equipment required to prevent
such damage or injury shall be provided by the Company at the Customer’s expense.

The Company is not responsible for malfunctions of Customer-owned telephone sets or
other Customer-Provided Equipment, or for misdirected calls, disconmects or other
Service problems caused by the use of Customer-Provided Equipment.
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SECTION 2 - RULES AND REGULATIONS

2.6 Customer Equipment and Channels (cont’d)

2.6.3

A.

2.6.4

Interconnection of Facilities

Any special interface equipment necessary to achieve compatibility between the facilities
and equipment of the Company used for furnishing communications Services and the
channels, facilities, or equipment of others shall be provided at the Customer’s expense.

Communications services may be connected to the services or facilities of other
communications carriers only when authorized by, and in accordance with, the terms and
conditions of this tariff and the tariff of the other communications carriers which are
applicable to such connections.

Facilities furnished under this tariff may be connected to Customer-Provided Equipment
in accordance with the provisions of this tariff.

Inspections

If the protective requirements for Customer-Provided Equipment are not being complied
with, the Company may take such action as it deems necessary to protect its facilities,
equipment and personnel. The Company will notify the Customer promptly if there is
any need for further corrective action. Within ten (10) days of receiving this notice, the
Customer must take this corrective action and notify the Company of the action taken. If
the Customer fails to do this, the Company may take whatever additional action is
deemed necessary, including the suspension of Service, to protect its facilities, equipment
and personnel from harm.
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SECTION 2 - RULES AND REGULATIONS

2.7 Interruption of Service

2.7.1 General

A. Upon Customer request, the Company will credit a Customer’s account for Service
interruptions that are not due to the Company’s testing or adjusting, negligence of the
Customer, or to the failure of channels or equipment provided by the Customer.
Before requesting a credit, the Customer will take reasonable steps to verify that the
trouble could not have been prevented by the Customer and is not in the Customer’s
wiring or equipment. For purposes of computing a credit, a month consists of 720
hours. The Company will credit the Customer’s account at the rate of 1/720th of the
monthly charge for each full hour of any interruption. In addition, for Service
interruptions greater than eight (8) consecutive hours, the Company will credit the
Customer’s account in an amount equal to the price of one month of Service.
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SECTION 2 - RULES AND REGULATIONS

2.7 Interruption of Service (cont’d)

2.7.1 General (cont’d)

B.

No credit allowance will be made for:

interruptions due to the negligence of, or noncompliance with the provisions of
this tariff by, the Customer, User, or other common carrier providing service
connected to the Service of the Company;

interruptions due to the negligence of any person other than the Company,
including but not limited to the Customer or other common carriers connected to
the Company’s facilities;

interruptions due to the failure or malfunction of non-Company equipment;

interruptions of Service during any period in which the Company is not given full
and free access to its facilities and equipment for the purpose of investigating and
correcting interruptions;

interruptions of Service during a period in which the Customer continues to use
the Service on an impaired basis;

interruptions of Service during any period when the Customer has released
Service to the Company for maintenance purposes or for implementation of a
Customer order for a change in Service arrangements; and

interruption of Service due to circumstances or causes beyond the control of the
Company.
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SECTION 2 - RULES AND REGULATIONS

2.8 Pavment Arrangements

2.8.1

2.8.2

2.8.3

Payment

The Customer is responsible for the payment of all charges for facilities and Services
furnished by the Company to the Customer and to all Users authorized by the Customer.

Billing and Collection of Charges

A. All Customer bills are due and payable on or before the due date provided on the bill.
If any portion of the bill is received by the Company more than seven (7) days after
the due date, or if any portion of the payment is received in funds which are not
immediately available, then a late payment penalty may be assessed by the Company,
calculated pursuant to 26 S.C. Regs. 103-622.2 which provides that a maximum one
and one half percent (1)4%) may be added to any unpaid balance brought forward
from the previous billing date to cover the cost of collection and carrying accounts in
arrears. Billings for 900 and 900-type charges or non-regulated items are excluded
from the balance on which a late charge may be imposed.

B. As provided in S.C. Code Section 34-11-70 the Company may charge a service for
each check returned for nonpayment by a bank. The Company will furnish proof of
the bank charge upon request.

Disputed Bills

If the Customer has a complaint, has a question about, or seeks to dispute charges, on the
bill, the Customer should contact the Company at the address, telephone number, or e-
mail address provided on the bill. If the Customer is not satisfied with the Company’s
response, the Customer may contact Office of Regulatory Staff, P.O. Box 11263,
Columbia, SC 29203, (803) 737-5230, (800) 922-1531, www.regulatorystaff.sc.gov .
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SECTION 2 - RULES AND REGULATIONS

2.8 Payment Arrangements (cont’d)

2.8.4 Discontinuance of Service

A. If payment is not received within thirty (30) days of the due date, a disconnect notice
will be sent to the Customer. If payment still has not been received within forty-five
(45) days of the due date, then a notice of possible service interruption will be sent to
the Customer. If payment has not been received within seventy-five (75) days of the
due date then a final written notice will be sent, and after ninety (90) days following
the due date, service will be interrupted, and the account will be disconnected.

B. If the Customer’s account is disconnected due to non-payment, Services may be
reconnected only by paying all past due amounts, a reconnection fee, and the first
month of Service in advance.

2.9 Advance Payments and Deposits

To safeguard its interests, the Company may require a Customer to make a deposit before
Services and facilities are furnished pursuant to 26 S.C. Regs. 103-621. The deposit will not
exceed an amount equal to two months of estimated monthly recurring charges for the Service or
facility. In addition, where special construction is involved, an advance payment may be required
in an amount equal to the estimated nonrecurring charges for the special construction and
recurring charges (if any) for a period to be set between the Company and the Customer. The
advance payment will be credited to the Customer’s initial bill.

2.10 Taxes and Other Charges

The Customer may be responsible for payment of any federal, state or local sales, use, access or
other taxes, charges, surcharges (however designated), franchise and permit fees, and all taxes,
fees, and other exactions imposed on the Company or its Services by governmental jurisdictions,
other than taxes imposed generally on the Company’s net income.
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SECTION 2 -~ RULES AND REGULATIONS

2.11 Qualification as Residential Usage

The Company provides Residential IP Voice Service for residential use only. The Company will
determine whether the Customer’s proposed use is residential based on the character of the use to
be made of the Service. Service is intended for reasonable residential usage by residential
customers. Limitations may apply to an excessive number of calls during a fixed period, heavy
usage during business hours, heavy usage concentrated over consecutive days, or usage that may -
be deemed to be business use. Service will not be provided where the proposed use will primarily
or substantially consist of a business, professional, institutional, or otherwise occupational nature.
Where the business use, if any, is incidental and where the major use is of a social or domestic
nature, the use will be considered residential if installed in a residence.

2,12  Use of Customer’s Service by Others

2.12.1 Services provided hereunder are provided solely for the use of the Customer and End (T)
Users authorized by the Customer. Customers may not resell such Service to a third party  (T)
for any form of compensation.

2.12.2 Transfers and Assignments

a. Neither the Company nor the Customer may assign or transfer its rights or duties
in connection with the Services and facilities provided by the Company without
the written consent of the other party, except that the Company may assign its
rights and duties (a) to any subsidiary, parent company or affiliate of the
Company, (b) pursuant to any sale or transfer of substantially all the assets of the
Company; or (¢) pursuant to any financing, merger or reorganization of the
Company.

b. Transfer of all or a portion of the IP Voice Service or the Company’s Equipment  (T)
by Customer to any other person or entity, or to a new residence or other
location, is prohibited. Customer expressly acknowledges that the address
associated with an emergency 911 call is the authorized address where the IP  (T)
Voice Service was originally provided and that movement of the voice-enabled (T)
cable modem from the original service location will result in the
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SECTION 2 - RULES AND REGULATIONS

2.12  Use of Customer’s Service by Others (continued)

identification of emergency 911 calls from the original service location. Access to emergency 911
services will therefore be limited if the voice-enabled cable modem is moved from the original
service location.

2.13 - Cancellation of Service

If a Customer cancels a service order or terminates Services before the completion of the term for
any reason whatsoever other than a Service interruption (as defined in Section 2.7), the Customer
agrees to pay to the Company:

A. all nonrecurring charges as specified in this tariff, plus

B. any disconnection, early cancellation or termination charges reasonably incurred and paid to
third parties by the Company on behalf of the Customer, plus

C. 65% of all recurring charges specified in this tariff for the balance of the then-current term.

2.14  Notices and Communications

All notices or other communications except notice of termination of service which required to be
given pursuant to this tariff will be delivered via e-mail and first-class mail. Pursuant to 26 S.C.
Regs. 103-624.3, a Customer may request service termination by notifying the Company orally or
in writing. The Company or the Customer shall advise the other party of any changes to the
addresses designated for notices, other communications or billing, by following the procedures
for giving notice set forth herein.
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SECTION 2 —RULES AND REGULATIONS

2.15  Special Construction and Special Arrangements

2.15.1 Special Construction

Subject to the agreement of the Company and to all of the regulations contained in this
tariff, special construction and special arrangements may be undertaken on a reasonable-
efforts basis at the request of the Customer. Special arrangements include any service or
facility relating to a regulated telecommunications service not otherwise specified under
this tariff, or for the provision of Service on an expedited basis or in some other manner
different from the normal tariff conditions.

2.15.2 Basis for Charges

Where the Company furnishes a facility or Service for which a rate or charge is not
specified in this tariff, charges will be based on the costs incurred by the Company and
may include:

* nonrecurring charges,

* recurting charges,

= termunation liabilities, or
* combinations thereof,

The agreement for special construction will ordinarily include a minimum Service
commitment based upon the estimated service of the facilities provided.

2.15.3 Termination Liability -

To the extent that there is no other requirement for use by the Company, a termination
liability may apply for facilities specially constructed at the request of the Customer.
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SECTION 2 - RULES AND REGULATIONS
2.16  Toll Free Services

2.16.1 The Company will make every effort to reserve toll free (i.e., “8xx”) vanity numbers for
Customers, but makes no guarantee or warranty that the requested number(s) will be
available.

2.16.2 If a Customer who has reserved a toll free number does not subscribe to toll free service
within thirty (30) days, the Company reserves the right to make the assigned number
available for use by another Customer.
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SECTION 3 - SERVICE DESCRIPTION
31 IP Voice Service
3.1.1 General
A. Description

L. IP Voice Service provides a connection to the Company’s IP voice network
which enables the Customer to:

a. place and receive calls (including incoming facsimile transmissions) to
and from other subscribers to the Company’s IP Voice Service and on
the public switched telephone network;

b. access the Company’s intrastate, interstate and international TP Voice
Service;
c. access the operator service and business office for Service related

assistance, access toll-free telecommunications services such as 800 toll-
free calling, and access E-911 service for emergency calling; and

d. originate calls to the Telecommunications Relay Service (TRS) that
enables hearing or speech-impaired persons using Telephone Devices for
the Deaf (TDDs) or similar devices to communicate with the hearing
population not using TDDs and vice versa. A Customer will be able to
access the state provider to complete such calls,

2. P Voice Service is not supported by a Customer premises back-up power source,
and if electrical power and/or Time Warner Cable’s cable modem and/or cable
television service are not operating, the IP Voice Service, including the ability to
access emergency 911 services, will not be available.

B. [Reserved for future use]

C. The provision of IP Voice Service at the rates and charges and terms and
conditions shown is subject to the provisions of other sections of this tariff

Issued: August 13, 2007 Effective: August 18, 2007
Issued By: Julie Patterson Laine
Time Warmer Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julie, Laine@twcable.com SC701

()

D)
(D)



Time Warner Cable Information Services (South Carolina), LLC Page 35
d/b/a Time Warner Cable of South Carolina 2™ Revised

SECTION 3 - SERVICE DESCRIPTION

3.1 IP Voice Service (cont’d)

3.1.2 Residential IP Voice Service (T)
A Service Descriptions ¢y
1 Digital Phone Service (T)

This package allows for unlimited local, intrastate and interstate toll (M
calling for a flat monthly rate. Discounts apply to Customers subscribing |
to other applicable Company Services. All Custom Calling Features in |
tariff Section 3.1.2.B are included at no additional charge. (D

Some material previously found on this page now found on Original Page 35.4
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SECTION 3 — SERVICE DESCRIPTION

3.1 IP Voice Service (cont’d)

3.1.2 Residential IP Voice Service (cont’d.)

A. Service Descriptions (cont’d.)
2 Digital Phone Unlimited SC

This service allows for unlimited outbound local and intrastate calling.
Interstate and international toll calling is available at an additional rate
per minute basis. Digital Phone Unlimited SC calling plan is available on
the 2™ line with Digital Phone Nationwide primary line or Digital Phone
Unlimited SC primary line. Digital Phone Unlimited SC customers do
not have to be subscribers to Time Warner Cable’s cable modem and/or
cable television service. All Custom Calling Features in tariff Section
3.1.2.B are included at no additional charge.
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SECTION 3 —~ SERVICE DESCRIPTION

31 IP Voice Service (cont’d)

3.1.2 Residential IP Voice Service (cont’d.)

A Service Descriptions (cont’d.)

3

Digital Phone Seasonal Service

Digital Phone Seasonal Service is available to Digital Phone residential
customers who reside in their homes only part of the year. It allows
existing customers to retain their existing telephone number and to
maintain very limited phone service while away from their residence.
Digital Phone Seasonal Service may only be offered to subscribers who
have been connected to Digital Phone service for at least 7 calendar days
after they are installed. New customers may not go directly to Seasonal
Service. The customer must provide dates of departure and return. If
return date is not provided, an automatic reconnect work order will be
entered for 6 months. Customer must have a current account balance and
provide a forwarding address, pay in advance or participate in an
automatic payment option. Digital Phone Seasonal Service is only
offered in the exchanges listed in Section b below.

4. Features

Customer can turn this service on two times a year for a
minimum of 2 months and maximum of 6 months per year.
Outbound 911 and 611 functionality is available. When activated
there will be no inbound call capability. All incoming call
attempts will be routed directly to a reorder tone or voicemail.

. Voicemail will remain active if customer has voicemail and
chooses to leave it active, or if a customer activates new
voicemail. Voicemail will be available for remote access. No
other features or services will be available during this time.
Customer will not be able to make any charge per service calls or
use charge per features within the plan such as international long
distance, operator or directory assistance. If a subscriber has
more than one line, all lines must go to and from Seasonal
Service at the same time.
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SECTION 3 - SERVICE DESCRIPTION
31 IP Voice Service (cont’d)
3.1.2 Residential IP Voice Service (cont’d.)
A Service Descriptions (cont’d.)
3 Digital Phone Seasonal Service (cont’d.)
b. Availability

Digital Phone Seasonal Service is only offered in the following
exchanges:

Columbia, Myrtle  Beach, Georgetown,
Summerville, Hilton Head, North Myrtle Beach,
Murrels Inlet, North Conway, South Conway,
Pawley’s Island, Collins Creek, East Conway,
Floyds, Lakewood, Loris, West Myrtle Beach, and
Wampee

4 Digital Phone Local

This package allows unlimited logal calling. The Digital Phone Local
calling plan is available on the 2™ line with Digital Phone Nationwide
primary line or Digital Phone Unlimited SC primary line. Digital Phone
Local is offered solely to residential subscribets to Time Wamer Cable’s
cable modem and/or cable television service. Intrastate, interstate and
international calling is available on an additional rate per minute basis.
All Custom Calling Features in tariff Section 3.1.2.B are included at no
additional charge.
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SECTION 3 — SERVICE DESCRIPTION

31 IP Voice Service (cont’d)

3.1.2 Residential IP Voice Service (cont’d.)
B. Custom Calling Features

1. Call Waiting

When a Customer is making a Call, a short spurt of tone signals the
Customer that an incoming call is waiting. The tone is heard only by the
Call Waiting Customer, while the incoming caller hears a regular ringing
signal. Flashing the switchhook holds the first call while the second is

answered

2. Caller ID

Allows a Caller ID display unit to display the name and number of

incoming calls.

3. Call Waiting with Caller ID

When a Customer is talking on the telephone, allows a Caller ID display
unit to display the number of an incoming call. A Customer-provided

M)

visual display unit is required to interact with this feature, ™M)

4, Caller ID — Block Per Line

Allows the Customer to prevent delivery of their telephone number on all
outgoing calls. This feature will be in operation on a continuous basis
unless *82 is dialed to unblock before a call is placed.

5. Caller ID — Block Per Call

Allows the Customer to prevent delivery, on a per call basis, of their
telephone number on an outgoing call to another party who subscribes to

™

Caller ID. This service is accessed by dialing *67. ™)
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SECTION 3 - SERVICE DESCRIPTION

31 IP Voice Service (cont’d)

3.1.2 Residential IP Voice Service (cont’d.)

B. Custom Calling Features (cont’d.)

6.

10.

11,

Call Trace

Customers receiving annoying or anonymous calls may request (1) a
telephone number change, which will be provided at no charge by
company’s name or (2) the capability to utilize Call Trace on a per
activation basis, as needed If a trace is successful, the Company’s
equipment will record the originating telephone number, and the date and
time of the call The results of the trace will be disclosed to a law
enforcement agency Call Trace is available where facilities permit

Anonymous Call Reject

Blocks unwanted calls from callers who restrict sending caller ID
information,

Call Forward

Allows all calls to be forwarded to a specific phone number (excluding
international terminations).

Three-Way Calling

Allows a User to add a third party or a second call to an existing two
party call.

Speed Dial

Provides single digit dialing for up to 8 numbers stored.
Inbound/Qutbound Call Restriction Options

Restricts inbound calls, and allows the Customer to opt to disallow
certain outbound calls: International, 900, both international +900/976,

all chargeable calls such as 411, 900, international, operator assisted and
directory assistance,
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Time Warner Cable Information Services (South Carolina), LL.C Page 35.6
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SECTION 3 — SERVICE DESCRIPTION

31 IP Voice Service (cont’d)

3.1.3 Business Class Phone Service
A Service Descriptions (T)

| BCP Unlimited Service

12 lines per location for a flat monthly rate. Service includes several
Calling Features as described in Section 3.1.3B. Operator assisted calling
includes a per call charge. Service is provided on a term basis only of 1,
2 or 3 years. Service not bundled with other Company offerings requires
a 2 line minimum. (M

I
|
Provides unlimited local, and toll calling for Business Customers with 1- |
|
|
I
I

2 BCP Unlimited Local Service N)

Provides unlimited calling within the local calling area. Calls outside of
the local calling area will be billed on a per minute basis. Customers
subscribe on a term plan basis minimum of one (1) year if purchasing
other Company services, or two years (2) if purchasing service on a
stand-alone basis.

3. BCP Unlimited South Carolina Service

I
I
I
|
I
I
|
|
Provides unlimited calling within the State of South Carolina. Interstate |

calls bill be billed on a per minute basis. Customers subscribe on a term |

plan basis minimum of one (1) year if purchasing other Company |

services, or two years (2) if purchasing service on a stand-alone basis. ™)

Some material previously found on this page now found on Original Page 35.6.1

Issued: April 8, 2008 Effective: April 20, 2008
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julic.Laine@twcable.com ‘ SC10803



Time Warner Cable Information Services (South Carolina), LLC Page 35.6.1
d/b/a Time Warner Cable of South Carolina : Original

SECTION 3 — SERVICE DESCRIPTION

31 IP Voice Service (cont’d)

3.1.3 Business Class Phone Service
B. Custom Calling Features ™M)
There are no additional charges for the features listed below, however the
Customer must select features when ordering service. Customers may add or
remove features at any time. Voice Mail is available for an additional monthly
per line charge.

1. Three-Way Call Transfer

Allows a User to add a third party or a second call to an existing two
party call.

Blocks unwanted calls from callers who restrict sending caller ID
information.

3. Call Forward

Allows all calls to be forwarded to a.specific phone number (excluding
international terminations).

|
|
|
|
|
|
|
|
|
|
2. Anonymous Call Reject |
|
|
|
|
:
l
}
4. Cancel Call Forward |

|

Cancels the forward feature and returns call to User handset. o™
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SECTION 3 — SERVICE DESCRIPTION

31 IP Voice Service (cont’d)

3.1.3 Business Class Phone Service (cont’d.)

B. Custom Calling Features (cont’d.)

5.

10.

Call Waiting

A special tone alerts the User when another caller is trying to reach
him/her and User is already on the phone.

Call Waiting ID

Displays the name and number of the incoming call on the User's
telephone display.

Cancel Call Waiting
Blocks Call Waiting on a per call basis.
Caller ID

Allows a Caller ID display unit to display the name and number of
incoming calls.

Caller ID — Block Per Line

Allows the Customer to prevent delivery of their telephone number on all
outgoing calls. This feature will be in operation on a continuous basis
unless *82 is dialed to unblock before a call is placed.

Caller ID — Block Per Call
Allows the Customer to prevent delivery, on a per call basis, of their

telephone number on an outgoing call to another party who subscribes to
Caller ID. This service is accessed by dialing *67,
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SECTION 3 ~ SERVICE DESCRIPTION

31 IP Voice Service (cont’d)

3.1.3 Business Class Phone Service (cont’d.)

B.

Custom Calling Features (cont’d.)

11.

12.

13.

14.

15.

Hunting - Sequential. Allows sharing of a group of lines by many
individuals for incoming calls. When a pilot number is dialed and is
busy, hunting will be invoked. The call will be delivered to the first idle

line found in the hunt group.

Hunting

Uniform Call Distribution. Allows sharihg of a group of lines by many
individuals for incoming calls. When a pilot number is dialed, the call

will be assigned to the most idle line.

Speed Dial

Provides single digit dialing for up to 8 numbers stored.

Non-verified Account Codes

Allows charge of calls to user projects, departments or other special
accounts. The codes are considered non-verified because they are not
validated by the switch and are not checked when entered.

Inbound/Outbound Call Restriction Options

Restricts inbound calls, and allows the Customer to opt to disallow
certain outbound calls: International, 900, both international + 900/976,
all chargeable calls such as 411, 900, intemnational, operator assisted and

directory assistance
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SECTION 3 — SERVICE DESCRIPTION

31 IP Voice Service (cont’d)

3.1.3 Business Class Phone Service (cont’d.)

C.

Toll Free Services

1.

Description

Toll Free Service is an inbound calling service, available to Company
Customers with an active Business Class Phone (BCP) telephone
number, which permits calls to be completed to the Customer’s location
without charge to the calling party. Call charges are billed to the
Customer rather than to the originating caller. Service is accessed by
dialing a toll-free prefix (8xx). Vanity toll free numbers are available
upon request [See Tariff Section 2.16]. Access to the service is gained by
dialing a ten-digit toll-free number which terminates at the Customer’s
location. Toll Free Numbers may be listed in the national Toll Free
Directory Assistance database. Customers may subscribe to a maximum
of five (5) toll free numbers per Customer location. In addition to a
Monthly Recurring and/or Non-Recurring charge, per minute charges
will apply.

Rates are not mileage or time-of-day sensitive. Calls are billed in six (6)
second increments after a minimum call duration for billing purposes of
eighteen (18) seconds.
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SECTION 3 — SERVICE DESCRIPTION
31 IP Voice Service (cont’d)
3.1.3 Business Class Phone Service (cont’d.)
C. Toll Free Services (cont’d.)
1. Description (cont’d.)
Customers may choose from Basic Toll Free Service or Enhanced Toll
Free Service, depending upon their needs. Basic Toll Free Service allows
all toll free calls to terminate to a single BCP number, Enhanced Toll
Free Service allows calls to terminate to multiple BCP numbers based on

customer-selected features.

Time of Day Routing — Routes traffic to different locations and/or
numbers based on time of day.

Day of Week Routing — Routes traffic to different locations and/or
numbers based on day of the week.

Day of Year Routing — Routes traffic to different locations and/or
numbers based on the day of year.

NPA Routing / NPA/NXX Routing — Routes calls based on origination.
Routing can be based on area code/exchange.

Call Allocation — Routes toll free traffic to various BCP lines based on a
pre-set percentage distribution.

NPA Selection / NPA/NXX Selection — Allows or blocks incoming calls
based on originating area code or area code/exchange combinations.
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SECTION 3 — SERVICE DESCRIPTION

3.2 Miscellaneous IP Voice Services

3.2.1 General
B. Terms and Conditions

1. The features in this section are included in the Company’s IP Voice Service
offering.

2. All features are provided subject to availability: Features may not be available
with all classes of Service. Transmission levels may not be sufficient in all cases.

322 Operator Services

A. Directory Assistance Service
Directory Assistance Service (411) is furnished upon Customer request for assistance
in determining telephone numbers. Customers will be charged for all requests,
including requests for listings that are not found.

B. Directory Assistance Call Completion Service
Directory Assistance Call Completion Service provides a Customer calling Directory
Assistance with the option of having the call to the last requested number completed.

A service message will inform the Customer that he or she may be connected to the
requested number automatically for a specified additional charge.
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SECTION 3 — SERVICE DESCRIPTION

3.2 Miscellaneous IP Voice Services (cont’d)

3.2.3 Directory Listing Services

The alphabetical directory is a list of names that includes information essential to the
identification of the listed party and facilitates the use of the directory. The Company
reserves the right to refuse to publish listings which, in the judgment of the Company, are
considered inappropriate.

A. Additional and Foreign Listings

1. Additional Listings are provided in addition to the main listing on a telephone
service. Additional Listings may be used to help locate another individual in
addition to the main listed person in a dual name listing,

2. Customers may request a Foreign Listing, which is a listing entered in the
alphabetical list of a directory other than that in which the Customer is regularly
listed.

B. Nonlisted Service**

At the request of the Customer, any one or all of the Customer’s listings normally
published in the alphabetical directory will be omitted from the directory but listed in
the information records available to the general public.

C. Nonpublished Service**

1. The numbers of Nonpublished Service are not listed in the telephone directory or
in the information records available to the general public.

2. Nonpublished information may be released to emergency service providers, to
Customers who subscribe to Company offerings which require the information to
provide Service and/or bill their clients, or, to Customers who are billed for calls
placed to or from nonpublished numbers and to entities which collect for the
billed services. Nonpublished names and/or numbers may also be delivered to
Customers on a call-by-call basis.

ok Customers who currently use Nonlisted Service and who retain the same telephone number on the
Company’s service may retain this service at current rates. This service is not available to new
Customers.

Customers who currently use Nonpublished Service and who retain the same telephone number
on the Company’s service may retain this service at current rates. This service is not available to
new Customers.
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SECTION 3 - SERVICE DESCRIPTION

3.2 Miscellaneous IP Voice Exchange Services (cont’d)
3.2.3 Directory Listing Services (cont’d)

D. Private Listing N)

available to the Directory Assistance operator or listing services. The Customer
indemnifies and saves the Company harmless against any and all claims for
damages caused or claimed to have been caused directly or indirectly by the
publication of a listing which the Customer has requested to be held Private and
therefore omitted from the telephone directory or the disclosing of such a listing
to any person where such a listing is published in the directory. The Company’s
liability shall be limited to a refund of any monthly charges assessed by the
Company for the particular Private Listing Service. (N)

N

I

Customers may request their Directory Listing information to be held private, not |
I

I

|

|

I

|

I

E. Extended Referral (D

Upon disconnection of a line the Customer may request an extended announcement
referring the caller to the Customer’s new number for up to three months from the
date of disconnect.
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SECTION 3 —SERVICE DESCRIPTION
3.3 Trial Services

The Company may offer new services, not otherwise tariffed, from time to time on a trial basis
subject to Commission approval. Such trials are limited to a maximum of six months at which
time the trial offering must be either withdrawn or made available on a permanent basis.

34 High Capacity Transmission Services

The Company provides local and intrastate telecommunications services, as described hereunder,
on a wholesale basis and also to retail Business Customers.

34.1 General Description of Service

High Capacity Transmission Services provide high-capacity point-to-point, point-to-
multipoint and multipoint-to-multipoint dedicated connection between one or more
customer locations and/or the Company. The service may utilize Ethernet interfaces,
optical fiber and/or coaxial cable facilities, is scalable from 1 Mbps to 10 Gbps and will
be designed and provisioned on an Individual Case Basis (ICB) pursuant to contracts
with Customers. All requesting Customers shall have non-discriminatory access to ICB
Services and facilities at nondiscriminatory rates.
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Time Warner Cable Information Services (South Carolina), LLC Page 39
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SECTION 4 ~ RATES

4.1 Service Connection and Related Charges

4.1.1

4.1.2

General

1.

Nonrecurring charges may apply to Customer requests for connecting, moving,
or changing Service. These charges will be determined on an Individual Case
Basis (ICB) and will apply in addition to any other scheduled rates and charges
that otherwise apply under this tariff.

Charges for the connection, move, or change of Service may apply for work
being performed during the Company’s normal business hours. If the Customer
requests that overtime labor be performed at a premises on the day or days of the
week other than normal work hours or on holidays, or interrupts work once it has
begun, an additional charge may apply based on the additional costs involved.

Changes in location of the Customer’s Service from one premises to another may
be treated as new Service connections with the appropriate Service Charges

applying.

Connections, moves, or changes of Service that are incidental to connections,
moves, or changes of Time Warner Cable high-speed modem data service and/or
its cable television service will not be subject to charges under this Schedule of
Rates, but may be subject to charges imposed by Time Warner Cable pursuant to
the cable modem subscriber agreement and/or the cable television subscriber
agreement.

A Service Connection Charge will apply when a party already subscribing to
Time Warner Cable high-speed cable modem data service requests establishment
of IP Voice Service. No Service Connection Charge will apply in the case of a
party requesting the initial simultaneous establishment of both Time Warner
Cable high-speed cable modem data service and IP Voice Service.

Rates and Charges

Nonrecurring Service Connection Charge $0.00
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SECTION 4 — RATES

4.2 IP Voice Service Monthly Charges (ry
4.2.1 Residential IP Voice Service (1)
A Digital Phone Unlimited )]
1. Customers subscribing to Time Warner Cable cable television services
and Time Warner Cable high-speed cable modem service.
$39.95
2. ‘Customers subscribing to either Time Warner Cable cable television
service or to Time Warner Cable high-speed cable modem service.
$44.95 |
3. Customers who do not subscribe to other Time Warner Cable services.
$49.95
4. Digital Phone Nationwide Second Line cannot be sold with Digital

Phone Local as the primary line. Monthly rate for Digital Phone
Nationwide’s second line is

$29.95
B. Digital Phone Unlimited SC ™

1. Customers subscribing to Time Warner Cable cable television services
and Time Warner Cable high-speed cable modem service.

$29.95

2, Customers subscribing to either Time Warner Cable cable television
service or to Time Warner Cable high-speed cable modem service.

$34.95
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SECTION 4 - RATES

4.2 IP Voice Service Monthly Charges (cont’d) (T)
4.2.1 Residential IP Voice Service ¢))
B. Digital Phone Unlimited SC (continued) ()
3. Customers who do not subscribe to other Time Warner Cable services.
$39.95
4. Digital Phone Unlimited SC Second Line cannot be sold with Digital

Phone Local on the primary line. Monthly rate for Digital Phone
Unlimited SC second line is

$24.95

C. Digital Phone Seasonal Service 4y
(D)

|

I

I

|

I

|

|

I

I

|

|

|

|

I

|
)
Monthly Recurring Charge: $9.95 (T)
One-Time Set-up: $9.95 (N)
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SECTION 4 — RATES

4.2 IP Voice Service Monthly Charges (cont’d) (T
4.2.1 Residential IP Voice Service (T)
D. Digital Phone Local M

1. Customers subscribing to Time Warner Cable cable television services

and Time Warner Cable high-speed cable modem service.
$24.95

2. Customers subscribing to either Time Wamer Cable cable television
service or to Time Warner Cable high-speed cable modem service.

$29.95
3. Digital Phone Local Second Line can be sold with Digital Phone

Nationwide, Digital Phone Unlimited SC and Digital Phone Local on a
primary line. Monthly rate for Digital Phone Local is

$19.95
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Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julie.Laine@twcable.com SCf0701



Time Warner Cable Information Services (South Carolina), LLC Page 40.3
d/b/a Time Warner Cable of South Carolina 1* Revised

SECTION 4 - RATES

4.2 IP Voice Service Monthly Charges
4.2.2 Business Class Phone Service
A, BCP Unlimited Service ¢))

Service is provided on a term basis only, with a minimum term period of 1 year.
Term service rates are based on discounts off the Monthly Recurring Charge for
month-to-month service, which is only available once the initial term agreement
period has been completed and until such time as another term agreement is

secured.
Monthly Recurring Charge
Stand-alone BCP * (single play) $81.95
BCP bundled with data or digital cable
video television service (double play)
Discount 13.7%-16.3%
Term Discount (1-3 years) 24.6%-32.8%

* There is a two (2) line minimum for stand-alone BCP service.

All term agreements are offered on a nondiscriminatory basis and are available at
the same rates to similarly situated customers.
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SECTION 4 — RATES

4.2 IP Voice Service Monthly Charges (cont’d.)

42.2 Business Class Phone Service (cont’d.)
B. BCP Unlimited Local Service

Monthly Recurring Charge: $29.95
Stand-alone (single play)
" Minimum 2 Year Term

Bundled with data and/or digital Video Television
service (double or triple play)
Minimum 1 Year Term

Rate /minute for calls outside local calling area: $0.07

C. BCP Unlimited South Carolina Service

Monthly Recurring Charge: $34.95

Stand-alone (single play)
Minimum 2 Year Term

Bundled with data and/or digital Video Television
service (double or triple play)
Minimum 1 Year Term

Issued: April 8, 2008 Effective: April 20, 2008
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LL.C
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julie.Laine@twcable.com SCf0803




Time Warner Cable Information Services (South Carolina), LLC Page 40.5
d/b/a Time Warner Cable of South Carolina Original

SECTION 4 — RATES

4.2 IP Voice Service Monthly Charges (cont’d.)

4.2.2 Business Class Phone Service (cont’d.)

D. Toll Free Services N)
I
Monthly Recurring Non-Recurring |
Charge Charge |
Basic Service $0.00 $0.00 |
|
Enhanced Service per line $10.00 $0.00 |
(maximum 5 lines0 |
I
Per Feature Charge $0.00 $50.00 [
|
Intrastate Per Minute $0.06 ™)
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SECTION 4 - RATES

4.3 Miscellaneous IP Voice Exchange Services (T)
4.3.1 Directory Assistance Service (T)
Residential Business (T)

Per Request: |
Customer Dialed (Local & National): $1.35 (D) $1.35 () ¢y)
Operator Dialed (Local & National): - $3.85 ()]
4.3.2 Directory Assistance with Call Completion Service (T)

A. Terms and Conditions

1. Directory Assistance Call with Completion Service is furnished only (T)

where facilities are available. Normal usage charges apply in addition to |
a Directory Assistance Call with Completion Service charge. (D

2. When a caller requests more than one number from Directory Assistance,

Directory Assistance with Call Completion Service is offered only for (T)
the last number requested.

3. The Directory Assistance with Call Completion Service charge applies (T)
only to calls actually completed.

4, The Directory Assistance with Call Completion Service charge will be (T)
credited for completion of calls to the wrong number, incomplete
connections or calls with unsatisfactory transmission.

5. The Directory Assistance with Call Completion Service charge does not (T)
apply to disabled persons who are exempt from the Directory Assistance
charge pursuant to this tariff.

B. Rates and Charges

Residential Business (T
Per Completed Call |
Customer Dialed (Local): $1.35(D $1.35(N) (M
Customer Dialed (National): $1.54 $1.54 )]
Operator Dialed (Local & National): - $3.85 ™)
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SECTION 4 - RATES

4.3 Miscellaneous IP Voice Exchange Services (cont’d)

4.3.3 Operator Services ™M
A. General
1. Calls may be completed or billed with live or mechanical assistance by

the Company’s operator center.

2, Calls may be billed collect to the called party or to the originating line. (D)
Calls may be placed on a station-to-station basis, or to a specified party (D)
(Person-to-Person) or designated alternate.

3 Charges for operator services will be credited to the Customer for calls
completed to a wrong number, for incomplete connections, or for calls
with unsatisfactory transmission.

4, When the Customer requests an operator to dial the called number, an
Operator Dialed Surcharge will apply in addition to the applicable
Service charge as set forth below.

B. Rates and Charges

1. Per Call Service Charges
Residential Business
1= Each 19 Each ©
Min Addl Min Min Addl Min

Station-to-Station

I
l
Local: $5.00 $0.37 $2.50 $0.37 |
Intrastate: $12.50 $0.37 $12.50 $0.37 |
Person-to-Person |
Local: $5.00 $0.37 $5.00 $0.37 |
Intrastate: $12.50 $0.37 $12.50 $0.37 ©
2, Operator Dialed Surcharge: $2.50 per call ©)
3. Busy Line Verification Service Charge $5.53 per call @
4. Emergency Interrupt Service Charge  $8.46 per call (R)
Issued: November 20, 2007 Effective: November 26, 2007
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LL.C
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julie.Laine@twcable.com SC{0702
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SECTION 4 — RATES

4.3 Miscellaneous IP Voice Exchange Services (cont’d)

4.3.4 Directory Listing Services
A. Nonlisted Service**
1. Terms and Conditions

The Customer indemnifies and saves the Company harmless against any
and all claims for damages caused or claimed to have been caused
directly or indirectly by the publication of a listing which the Customer
has requested be omitted from the telephone directory or the disclosing
of such a listing to any person. Where such a listing is published in the
telephone directory, the Company’s liability shall be limited to a refund
of any monthly charges assessed by the Company for the particular
Nonlisted Service.

2, Rates and Charges
Residential Business
B Residential Residential $0.00
i ResidentiaResidentialResidential (D)
b Residexntial ™)
b Residentialkisidntal Residential $3.75 (T)
ok Customers who currently use Nonlisted Service and who retain the same telephone number on the
Company’s service may retain this service at current rates. This service is not available to new
Customers.
Issued: March 27, 2008 Effective: April 1, 2008
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamford, Connecticut 06902
(203) 3280671
Julie.Laine@twcable.com SC802
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SECTION 4 — RATES

4.3 Miscellaneous IP Voice Exchange Services (cont’d)
4.3.4 Directory Listing Services, (cont’d)

B. Nonpublished Service**

1.

Terms and Conditions

The customer may be subject to nonrecurring and monthly recurring
charges, as specified below, for Nonpublished Service.

Incoming calls to Nonpublished Service will be completed only when the
calling party places the call by telephone number. The Company will
adhere to this condition notwithstanding any claim made by the calling

party.

No liability for damages arising from publishing the telephone number of
Nonpublished Service in the telephone directory or disclosing the
telephone number to any person shall attach to the Company. Where
such number is published in the telephone directory, the Company’s
liability shall be limited to a refund of any monthly charges assessed by
the Company for the Nonpublished Service.

The Customer indemnifies and saves the Company harmless against any
and all claims for damages caused or claimed to have been caused,
directly or indirectly, by refusing to disclose a nonpublished telephone
number upon request or by the publication of the number of a
Nonpublished Service in the telephone directory or disclosing of such
number to any person.

Rates aﬁd Charges

Residential Business
Nonrecurring Charge $5.00 $0.00

Monthly Recurring Charge

a. Clover, Lake Wylie, Lake Wylie
West, York: Residential $0.00

b.  All other areas: Residential $0.00

*x Customers who currently use Nonpublished Service and who retain the same telephone number
on the Company’s service may retain this service at current rates. This service is not available to

new Customers.

Issued: March 27, 2008
Issued By:

Effective: April 1, 2008
Julie Patterson Laine

Time Warner Cable Information Services (South Carolina) LLC

290 Harbor Drive
Stamford, Connecticut 06902
(203) 328-0671
Julie. Laine@twcable.com SC{0802
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SECTION 4 — RATES

4.3 Miscellaneous IP Voice Exchange Services (cont’d)

4.3.4 Directory Listing Services, (cont’d)
C. Private Listing

Customers who purchase Company services after the effective date of this tariff
page will be billed for Private Listing service as noted below.

Residential  Business

Nonrecurring Charge $0.00 $0.00
Monthly Recurring Charge
a. Clover, Lake Wylie, Lake
Wylie West, York: $3.29 $0.00
b. All other areas: $3.75 $0.00
Issued: March 27, 2008 Effective: April 1, 2008
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julie.Laine@twcable.com SCf0802
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SECTION 4 ~ RATES

44 Miscellaneous Rates ¢y
4.4.1 Service Change Charges (’}‘)
Service Change Charges apply per line when a Customer requests a change in existing
Service.
A. Telephone Number Change — A chax;-ge may apply to each Customer-requested

change in telephone number.

B. Directory Listing Change Charge — A charge may apply to each Customer-
‘requested change in directory listing,

C. Rates and Charges

Residential ~ Business (T)
1. Nonrecurring Charge for Telephone $10.00 $0.00 V)
Number change
2. Nonrecurring Charge for Directory $10.00 $0.00 (N)
Listing change:
4.4.2 Change of Responsibility (M

A. Terms and Conditions

When acceptable to the Company, an applicant may supersede Service of an
existing Customer where an arrangement is made by the Customer and the
applicant to pay all outstanding charges against the Service. The applicant must
also make arrangements to become a Time Wamer Cable cable modem service
customer. No non-recurring Service connection charge will be due from the
applicant under this Tariff if the applicant becomes a Time Wamer Cable cable
modem service customer and a Customer for Service provided under this Tariff
at the same time.

Issued: August 13, 2007 Effective: August 18, 2007
Issued By: Julie Patterson Laine
Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive

Stamford, Connecticut 06902
(203) 328-0671
Julie.Laine@twcable.com SC{701
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4.5

4.6

4.7

4.8

SECTION 4 — RATES

Promotional Offerings

From time to time, the Company may elect to offer promotional programs that shall waive, for a
specified period of time not to exceed six (6) months, in whole or in part (1) any installation fee
and/or (2) any recurring nonrecurring fees for any services other than local voice service or
intrastate toll service. The promotional programs will be filed in advance with the Commission by
letter. A promotional program may not waive any surcharge the Company is required to assess
by Rule adopted by a State Agency or by statute. Promotional programs offered under this tariff
shall not alter any term or condition of any service except with regard to the rate charged for the
service. Descriptions of specific promotional programs, including the effective dates of the
promotion and the rates to be charged under the promotion, shall be provided to the Commission
on or before the offering date of the promotional programs. These descriptions shall be kept with
the terms and conditions maintained by the Company.

Employee Rates

The Company may offer special rates or rate packages to its employees or employees of its
affiliates.

Marketing

As a telephone utility under the regulation of the Public Service Commission of South Carolina,
Company hereby asserts and affirms that as a reseller of intrastate telecommunications service,
Company will not indulge or participate in deceptive or misleading telecommunications
marketing practices to the detriment of consumers in South Carolina, and Company will comply
with those marketing procedures, if any, set forth by the Commission. Additionally, Company
will be responsible for the marketing practices of its contracted telemarketers for compliance with
this provision. Company understands that violation of this provision could result in a rule to
Show Cause as to the withdrawal of its certification to complete intrastate telecommunications
traffic within the state of South Carolina.

Individual Case Basis (ICB) Charges

ICB pricing will be developed and used for special circumstances and Services that are not listed
in this Tariff or as part of the Company’s normal service offerings. ICB rates for similarly
situated Customers shall be offered on a fair, equitable and nondiscriminatory basis.

Issued: June 6, 2008 Effective: June 13, 2008
Issued By: Julie Patterson Laine

Time Warner Cable Information Services (South Carolina) LLC
290 Harbor Drive
Stamford, Connecticut 06902
(203) 328-0671
Julie.Laine@twcable.com SCH0804



BEFORE
THE PUBLIC SERVICE COMMISSION
OF SOUTH CAROLINA
DOCKET NO.

In Re:

Application of Time Warner
Cable Information Services
(South Carolina) LLC, d/b/a Time
Warner Cable to Amend its
Certificate of Public
Convenience and Necessity to
Provide Telephone Services in
the Service Area of Farmers
Telephone Cooperative, Inc. and
for Alternative Regulation

CERTIFICATE OF SERVICE

Nt Nt Nt Vgt Nt Nt gt e Vg "t gt " “pes”

This is to certify that |, Leslie Allen, a legal assistant with the law firm of
Robinson, McFadden & Moore, P.C., have this day caused to be served upon the
person(s) named below the Application in the foregoing matter by causing a copy of
same to be hand delivered, in an envelope addressed as follows:

Dan F. Arnett, Chief of Staff

Office of Regulatory Staff

1441 Main Street, 3" Floor

Columbia, SC 29201

Dated at Columbia, South Carolina this 22nd day of August, 2008.

Leslie Allen






